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. PUBLIC .LABOUE EXCHANGES IN GEEMANY. 

• 

During^ the years 1893-4 both Great Britain and Germany 
passed through a period of commercial and industrial depression. 
In each <!Ouptry the question of unemployment was much to the 
fore. The net result in Great Britain was the appointmeht of a 
House of Commons Select Committee, which did fiot report, and, 
the acquisition of much negative exi)erience as to the value of 
stoneyards aiW temporary relief w’orks. In Germany the 

interest then roused gave the impulse to an enduring movement 
which, while it has not solved the unemployed problem, has 
ht leapt put that country a long step in advance *toward8 its 
solution. In the Eeport upon Agencies and Methods for* 
dealing with the Unemployed, compiled by the Board of Tr^de 
in 1893, no mention is made of labour registries in Germany at 
all. In the Eeport upon Agencies and Methods in certain 
Foreign Countries, published in 1904, the labour registry is 
already described as being “of alf the institutions established 
with the object of dealing with the unemployed in the German 
Empife, that which possesses on the whole the greatest interest.” 
Since the date of that report these institutions have multiplied! 
^and developed with extreme rapidity on the crest of a wave of 
■ l®l5Bpe);ity and with the general support of public opinion. ,Thp 
Imperial Statistical Office now receives regular returns from'over 
' seven hundred registries, or Exchanges {Arheitshichmeise) , filling 
from a hundred and fifty tq a hundred and eighty thousand! 
tions a mopth. -* , ' 

The Labour Es^hanges covered by these returns are*olt<'siBveral 
No. 69.— VOL. B ' 
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distinct types. The following table, compiled from the recent 
Report of the ‘Imperial Statistical Office on unemployed insur- 
ance,. indicates the principal types and their relative importance. 
In addition to these there are many smaller and more specialised 
types, either dealing with particular classes of persons— discharged 
prisoners, cripples, convalescents, reservists — or attached to par- 
ticular institutio'ns — shelters, labour colonies, common lodging-' 
fiouses. There are, of course, also the registry, offices conducted 
for private profit and still supplying the bulk of domestic servants. 
These last are not included in any of the tables or general figures 


given here or below. 


K 


Estimated number 


Number of 

of Situations 

Type of Exchange. 

Exchanges. 

filled (1904). 

1. Public General 

400 

560,000 

2. Employers’ 

30. 

230,000 * 

3. Guild 

2,400 

218,000 

4. Employees’ 

1,000 

120,000 

6. Employers and Employees* 


, 

Joint Management 

60 

51,000 

6. Chambers of Agriculture 

11 

• 60,000 

7. Commercial {i.e. for clerks, 


* 

travellers, &c.) 

60 

25,000‘ 


» 

All these Exchanges have the common object of putting would- 
be empl^ers and employed into, immediate communication. 
-They may, according to the nature of the authority or associa- 
tion maintaining them, have also further object. The em- 
ployers’ Exchanges — institutions maintained by Associations .of 
employers — are more or less openly means of combating trade 
unionism, or even boycotting individual “agitators.” The 
employees’ ttrade union) Exchanges have, of course, a directly* 
\5ontrary object. The Exchanges set up by the Chambers of Agri- 
culture are a special development to provide against the chfonic 
shortage of rural labour, especially in Eastern Prussia. The guild 
registries or Exchanges arc maintained — for the most part some- 
what perfunctorily— as part of the statutory regulation and 
strengthening of small industry (Handwerk) against the large 
factory industry. 

The Exchanges ranked as public and general are mucji thQ most 
important. They are also the most typical because most closely 
confined to the essential business of a Labour Exchange— that of 
supplying a known market-place for labour. The numbeV of .ttfSie * 
Exchanges given in the table is indeed somewhat illusory. Many 
of the municipal •iiabour Exchanges of Germany are as dead as 
the* deadest labour bureaux in Greali Britain. There are, however, 
now not far short of a hundred and fifty public Labour flxchanges 
whioh may be regarded as alive; thera is one in pr&ctically 
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every municipality of more than 60,000 inhabitants, and in very 
many smaller ones. These institutions— which ^lone form the 
subject of the present article — are of two main types. They .may 
be pui^ly municipal or they may be maintained by voluntary 
associations with varying degrees of municipal recognition and 
support. The table below includes twelve of the most important. 

' Their nature will be best understood from the subsequent detailed 
description of one or two of them 


PslHOIPAL PUBIiIC Labovb E:i:CHANaB3 IN Qermanv. 


• 

Town. 

Popula- 
tion ^ 
(1905). 

Number of situations 
filled in last year.^ 
Male. Female. Total. 

' 

• Character and date of j 

establishment. i 

• ! 

« 

Berlin 

2,040,000 

• 

80,847 

11,343 

92,190 

• 

Voluntary association (1883) 
with municipal subsidy since 
1893. 

Municipal (1895). 

^ Stuttgart 

• 249,000 

37,893 

18,427 

56,320 

Munich 

539,000 

29,668 

24,016 

53,673 

Municipal (1895). 

* * 

Frankfurt «... 

• 

335,000 

21,195 

16,701 

37,896 

Municipal (1896). j 

Dresden* 

617,000 

11,248 

22,893 

34,141 

Voluntary association j 

Cologne 

429,000 

21,805 

*7,359 

29,164 

^ I 

Bepresqiitalive association, 

Dusseldor! ... 

• 

^263,000 

25,862 

*2,844 

28,706 

with all expenditure met by 
municipality (1894). 
Representative association. 

« Leipzig 

w 

604,000 

9,945 

16,425 

26,370 

with all expenditure met by 
municipality since 1905. For- 
merly voluntary association 
(1890). 

Voluntary association with 

Mannheim .. 

164,000 



19,926 

municipal subsidy. 

Municipal since 1905. For-* 

Freiburg 

74,000 

11,268 

6,433 

17,701 

merly voluntary association 
(1893). 

Municipal since 1897. For- 

Strassburg 

168,000 

12,171 

3,293 

15,464 

merly voluntary association 
with municipal subsidy 
(1892). 

Municipal (1895). 

Niimberg ... 

294,000 

9,878 

4,940 

14,818 

Municipal (1896). 


1 These ^gures can only be taken as a very rough indication oi the population 
actually dealt with by each exchange. 

_,^1906 o> 1906-7, except'in the case of Berlin (1906) and Frankfurt (1905-6). 


• The Munich Labour Office was opened on November Ist, 1895. 
Its stated objects are :-r- 

l.,To put employers and employees (irfcluding those 
engaged in industry, commerce, or domestic service, casual 

B 2 
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labourers and apprentices) into communication with a view 
to employment. 

• 2. To supply as far as possible Infornaation on all ques- 
tions concerning workmen and conditions of employment. 

It has also the duty of providing the Municipal Statistical 
Office with material for “statistics as to the movements of ‘the* 
demand for and supply of labour in each occupation and at various* 
seasons. “ It is managed by a committee consisting of three 
employees, elected by the employee assessors of the Industrial 
Court and three employers and an official chairman nominated 
by the municipal ty. The paid staff — now numbering eighteen — 
is, however, appointed not by* the Committee, but by the munici- 
pality a*fter consultation with the Committee. No fees arc 
charged either to employers or employed,* the w^hole cost being 
b*orni^ by the city of Munich. 

The Labour Office is situated on an island over which passes^ 
the i)rincipal bridge connecting the two halves 6f the city. The 
accommodation consists in essence of a number of waiting-room^ 
opening off a central corridor, and each communicating directly 
with the office of the superintendent in charge of the particular 
section. Tilery ap, for instance, three sections f6r men-un- 
skilled, skilled workers in iron and wwd, and all other skilled 
workers — each with its own waiting-room and superintendent; 
one for apprentices and two for women (industrial workers and 
domestic servants). Applicants for employment come to the 
appropriate ^vaiting-room and fill, up there a short form, indicating 
jjame, address, age, whether married, single, or widowed, occupa- 
tion and work desired, last employer, and one or two other details. 
Applications for workpeople are received in the corresponding office 
by personal call on the jiart of the employer or his representa- 
tive, by post, or most commonly by telephone. As^ they are 
received they arc announced by the superintendent in the waiting- 
room, and the number required picked out from the men present- 
ing themselves. From the forms already filled in by the men 
the superintendent enters the essential points in a current register, 
and sends the men off to the employer with a card of identifica- 
tion. The employer receiving the card is requested to note 

^ The Industrial Court is both a special court of justice for ca^es between 
niaster and servant (jurongful dismissal, non-payment of wages, etc., etc.), and ah 
arbitration court for industrial disputes (though without power to enforce its decisions 
at law). The court ordinarily consists of aigi official President, and two or more 
assessors taken from persons elected by all the employers and employees in the town 
voting in sep^irate bodies. Every town of 20,000 inhabitants must havh and smaller 
towns may have an Industrial Court. 
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it which, if any, of the men he has engaged, and to return it 
through the post — it is already stamped and addressed — to the 
Labour Office. Where •the employer has* called in person pr sent 
an agoot, this is, of course, not necessary ; the hiring is concluded 
there and then at an interview in the superintendent’s office. In 
^ the unskilled section men may stay in the waiting-room all day. 
.In the skilled sections there are fixed hours — generally one in the 
morning and one in the afternoon — for each trade. It should be 
added that any situation not at once filled is notified on a black- 
board in the waiting-room, so that any man coming in later and 
desiring to apply for one of them may at once^ present himself 
to the superintendent. Twice a week, jnoreover, lists of situar 
tions unfilled arc drawn up and exhibited in public places. They 
arc also inserted in thq Press and sent round to all the nc’ighbour- 
ing fjabour Exchanges. 

, .The Labour Office appears to concern itself very little, witlb 
inquiries as to tlje character of applicants for employment. They 
^aro not even always asked to produce their infirmity insurance 
cards. Efforts arc, of course, made to send the sort of man asked 
for by th5 employer, but in the unskilled section at least the 
attitude is taken that it is ultimately the employer’s business to 
satifffy himself as to the capacity of the mcn,he»engages. The 
Labour Office is essentially a means of communication. It docs 
no doubt in tlje long run give the employer a better workman than 
he would get by chance from the streets; the superintendent 
has almost always a certain choice in the w.aiting-room, and can 
»pick the abler or the bettor known man. This, however, is only 
an Indirect service. The direct utility of the Labour Office— ag 
it presejits itself unmistakably to anyone spending a morning in 
any one of its rooms— is to prevent economic waste by reducing 
to a minimum the period during which employers are seeking for 
men or men for employers. In the unskilled section, with men 
always in the waiting-room and applications from employers arriv- 
ing in an almost continuous stream, business has to be conducted 
at lightning speed. 

The Labour Office at Munich was only opened after the ground 
had been well prepared by nearly three years of discussion. Its 
■U«*cess was immediate. In the first complete year of working 
(1896) 25., 586 situations (15,653 for males and 9,933 for females) 
were filled by it. By 1901 the number had riseif^to 45,173 (24,358 
for males and 20.815 for females) ; and though the industrial 
depression of 1902 caused a falling off to 40,513, the number in 
1906 was 53,673, classified as follows : — 
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Unftkillod 

Skilled (indufitriel) r. . . 

Agriculture and forestry 

Apprentices 

Hotel and restaurant service 
Commercial 


Hotel and restaurant service 

Domestic service 

Unskilled 

Skilled (industrial) 

Agriculture..; 

Apprentices V 

Commercial * . 


In these t6tals is included a very considerable activity outside 
Munich itself. No less than 9,359 of all the situations filled 
(7,594 males and 1,765 females) arc “external,” including ^91- 
in Germany outside Bavaria, and 63 in foreign donntrics. ^ The 
number of persons brought into Munich through the LaJbour Office* 
is considerably sniallor. Workpeople sent to places more than 
25 km. (15 miles) distant are allowed, on presentation of U certi- 
ficate from tfhe ^Exchange, to travel on the State railways at half- 
“^ricc. In 1906 4^^438 such certificates were .issued, involving a 
total reduction of fares of over £350. * 

The Berlin Labour Exchange is noticeable for several reasons. 
First, it is the largest single institution of its kind. Second, it 
is a voluntary, not a municipal, institution. Though it receives 
an annual subsidy of £2,000 from the city of Berlin, ultimate 
control and financial resix)n8ibility are vested in a voluntary asso- 
ciation of subscribers. Third, its services are not free. Applicants 
for employment have to pay on registration a fee of 2Jd., in 
return for which they get a certificate admitting them to the 
waiting-rooms of the Exchange for three months or till they are 
placed in a situation. The revenue derived from these fees — 
£850 in 1905~~forms an important item in the finances of the 
institution. The payment itself is intimately connected* with the 
special system of working and of checking the returns.^ The most 
striking feature of the Exchange is, however*, to be found iii 
special sections dealing with skilled trades. The Exchange 
premises erected % few years ago at a cost of £30, (XX) include 
two distinct buddings. In one is the general section, almost 
entirely devoted to unskilled labour, and containing a waiting-hall 

^ This is described in the Report on Agencies of Methods for dealiilg with the 
unemployed in foreign countries (1904) which has beep ifieptioned already, * 


Males* 

11,978 or 40*4% of all males* situations. 
11,346 „ 38*3f 

3.947 13-S% 

1.947 .. 6-6^ 

426 „ 1 * 4 ^, 

14 „ 0 0% 


29,658 

Females. 

7,738 or 32*2% of all females* situations. 
7,077 „ 29*5% 

6,687 „ 27-4% 

1,868 „ 7*8% 

489 „ 2-0% 

229 „ 1-0% 

27 „ 0-1% 


24,016 
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capable of seating over a thousand men. In the other building 
are. a number of separate sets of offices— a waiting-room and a 
superintendent’s soom— accommodating what are practically 
separate Exchanges for single trades. There are now seven or 
eight of these sectional Exchanges, including thos^ for painters, 
glaziers, locksmiths, woodworkers, bakers, a.nd bookbinders. 
Each has not only its own offices, but its own staff (generally a 
former employer and a former workman or trade union official), 
its own committee of management, representing equally the em- 
ployers’ and employees’ associations concerned with an impartial 
non-yoting chairman, and to some extent separat(^finances. Some 
-of these Exchanges, being supjx)rted by the representative asso- 
ciations on each side, hold a very strong position, amounting 
almost lo a monopoly in the filling of situations in their trade. 
During 1905 the number of situations filled by some of thein 
were: — Painters, 8,461; glaziers, 2,074; bakers, 3,566; wood- 
workers (six moqths only), 11,319. 

It i\ hardly necessary to describe other Exchanges in detail. 
It will suffice to note a few special features. WTiile the Munich 
Labour piBce typifies the purely municipal institutions which are 
the rule in Squthern Germany, and Berlin is the leading example 
of voluntary institutions, Cologne and DiisseliJor# represent an 
intermediate form, in which. the Exchange is in the hands of a 
repre8entative«.ssociation of employers and employed formed under 
the supervision of the municipal authority and deriving all funds 
from it. In effect, though not formally, these come to be muni- 
tjipal institutions. The Cologne Exchange is distinguished also 
by being directly connected with (i.) a “house exchange” or, 
register of workmen’s dw^ellings, and (ii.) a scheme of assisted 
insurance against winter unem]>loyment. 

The movement to absorb competing institutions such as guild 
and trade union registries, and thus centralise and unify the whole 
labour market, was led by the Miftiich Labour Office. Of late, 
however, progress in this direction appears to have been less in 
Munich than elsewhere. The Stuttgart Labour Office, for 
instance, Vhich is characterised both by very great activity 
in proportion to population and by abnormally rapid growth dur- 
Hiai^receht years , is also remarkable for the degree of co-operation 
secured by it on the part of guilds and trade unions. Accord- 
ing to the Eeport for 1905-^ : “ All the largfir trade unions— 
with the exception of the printers— have closed their own regis- 
tries in favour of the municipal Labour Office.” None of those 
outstanding filled as many as 100 places in the year 1806. The 
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unions of woodworkers, metalworkers, saddlers, paperhangers, 
glaziers, bookhrinders, brewers’ operatives, millers, and factory 
workers compel their unemployed members tp register daily at 
the Labour Office as the condition of receiving out-of-wofk pay. 
In some casesj the Labour Office itself makes the payments on 
account of the guild or union. In this way during the year 1906 
a sum of c£262 was paid out to 2,218 persons. 

Some of the most interesting of all recent developments are 
to be found in the Strassburg Labour Office. Here there has 
been in force since the beginning of 1907 a scheme of augmenting 
from a municipfil fund unemployed benefits paid by trade unions 
to their members; one* of the conditions for the receipt of *this 
municipal subsidy is regular registration at the Labour Office. 
The Office is used also as a check upon the administration <of poor 
relief. Able-bodied recipients of outdoor relief arc required to 
register daily, and must accept any offer of suitable w’ork at .the 
current rate of w^ages, on pain of losing their allow^ances. Another 
point to notice is that all contractors for city works are* under 
stringent penalties bound to engage all their men through the' 
Labour Office. • 

The Freiburg Labour Office is interesting as that whicli in pro- 
portion to t1lie«y)opulation of the city fills the largest number of 
situations. Its report provides also some rathdr remarkable figures 
as to the circumstances uiider which applications made. Of 
the 22,468 men registering in 1906, 7,681 , or 34*3 per cent., were 
still in employment at the time of their application, while 65*7 per 
cent, were unemployed. Nothing could better show the char-„ 
^cter of the Office as an industrial, not an eleemosynary, institu- 
tion — as a means of preventing rather than relieving distress. If 
a man has to depend upon his personal exertions in finding an 
employer, he can hardly begin to look for a now job till he haa 
already left the old one and has ceased earning. By means of 
the Exchange he can look out^ for a new job while still engaged 
in finishing up the old one, and may pass to it without any idle 
interval at all. 

From the table already given it will be seen that some of 
the principal public Labour Exchanges fill, relatively to the total 
population, a strikingly large number of situations annually. Jn- 
Freiburg, for instance, the proportion is one in every 4*2 of the 
population, in StAttgart one in 4*4, in Mannheim one in 8*2. 
These exceptional figures testify to special success in absorbing 
or afiSliating rival institutions. In the following tables the 
development of certain Exchanges is illustrated by comparison 
of the years 1896,^901, and 1906 
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Development op Peinoipal Exchanges. 

A, — Males. • 


• • 

• 

1896. 


1901. 

190S 

• i 

j 

Situations filled. 

Percentage filled of 
situations offered. 

Percentage placed 
of applications.* 

Situations filled. 

Percentage filled of 
situations offered. 

Percentage placed 
of applications.* 

r 

Situations filled. * 

Percentage filled of 
situations offered. 

Percentage placed 
of applications.* 

Berlin*** 

19,030 

97*8 

77*5 

24,528 

93-7 

60-5 

80,847 

74*3 

— 

Stuttgart ... ! 

10,174 

73-3 

59-3 

12,900 

76-4 

48*7 

37,893 

84*1 

72-5 

Munich ' 

15,053 

93-5 

19*1 

24,358 

89-5 

56*8 

29,658 

86*3 

83*1 

i Frankfurt'*... 

. 9,145 


— 

16,149 

__ 

— 

22,285 

82*8- 

42-6 

Cologne 

7,923 

9G1 

70*1 

12,480 

97-2 

38*5 

21,805 

95*3 

60*7 

Diisseldorf 

• < 

[1,291 


— 

— 


— 

25,862 

91*0 

()8*9 

Freiburg..?... i 

4,974 

8G-3 

46-5 

6,014 

77-2 

40*1 

11,208 

74*3 

50*1 

Strassburg . . . ^ 

922 

— 

9 

1,494 

— 

— 

12, ly 

0 

61*0 

53*4 

Nnrnberg^,.. ! 

4,818 ! 

1 

. G1 *0 

57*6 

1,940 

90-3 

32*^ 

9,878 

82*9 ' 

I 95*4 

j 




B. — Females. 


• 

1896. 

Situations 

filled. 

1901. 

Situations 

filled. 

1906. 

/ 

Situations 

filled. 

Percentage 
filled of 
situations 
offered. 

Percentage 
placed of • 
ax)plications.* 

Berlin 2 ... . 

1,662 

2,072 

11,343 

58*3 

— 

Stuttgart 

2,638 

3 843 

18,427 

68*1 

92*0 

Munich 

9,933 

20,815 

24,016 

63*7 

74*1 

Frankfurt ■* .. 

534 

5,913 i 

15,701 

74*4 

82*6 

Cologne ..t... 

4,301 

7,784 

7,369 1 

66 0 

93*8 

Diisseldorf ... 

[17] i 

— 

2,844 

72-3 

71*4 

Freiburg 

1,892 

2,935 

6,433 

67*4 

72*4 

Strassburg ... 

1,004 

1,040 ! 

3,293 

•,61*3 

48*2 

Niirnberg ... 

142 

3,193 

4,940 

1 

&*2 

95*2 


^ Omng to difforonccs in the methods of registration, the figures in these 
columns do not justify any comparison between one Exchange and another ; they 
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The number of situations for males filled by eight of these 
Exchanges (^.e. * omittii^g Diisscldorf) rose from 72,839 in 1896 
to 102 ,§63 in 1901 — an increase of 41 peV cent — and thence to 
225,805 in 1906—a further increase of 120 i>er cent. tThese 
figures indicate* clearly the effect of trade conditions. 1901 was 
a year of exceptional depression, during which the activity of 
many Exchanges* fell off very considerably. 1906 was the cul- 
mination of a period of unparalleled expansion and prosperity. 
For females the corresponding increases were 115 per cent, from 
22,106 to 47,595, and 92 percent, from 47,595 to 91,511. 

In regard to the percentages of situations filled and applicants 
placed, the following points may be noticed : — 

First, a considerable proportion of the demands by em- 
ployers, varying for males from 36 per cpnt. in Strassbwrg to 
4*7 per cent, in Cologne, and for females 48*7 per cent, in Strass- 
burg to 25*6 per cent, in P>ankfurt, remain unsatisfied through 
the Exchanges. In the bulk of these cases no^doiibt the em- 
ployers obtain employees in other ways. This percentage'- of un- 
satisfied demands indicates therefore, though it does not jneasure, 
the failure of the Exchange to exclude from its scope competing 
methods of engagement. 

Second, the percentage of the employers’ demands for females 
satisfied through the Exchange is evprywhere* much lower than 
the corresponding f>ercentage in the case of raaleai, and is, in 
general, lower than the percentage recorded as satisfied among 
the applications for employment. This indicates no doubt both 
the standing excess in the demand for women’s labour over the 
supply and the existence of competing agencies (private registry 
offices). Many of the German public exchanges deal very largely 
with domestic servants. It is. how^ever, interesting to note that 

can only be used to compare the activities of the same Exchange in different years. 
The Cologne and Freiburg Reports refer to persons applying {Arbcitsuchmde)y the 
others to applications made {Arheits- or Stellen-gesuc}ie\ but do not all construe 
^^application” in the same way. In Munich at least the recorded applications by 
no means represent all the actual applications. 

2 The latest Berlin figures are those for 1905. 

^ The number of situations in the last column but two is for the year April, 1905 — 
March, 1906 ; the percentages in the last two columns are }ot 1904-6. 

* This figure is for 1895 and refers to the voluntary Exchange taken over in 19Q4 
by a Representative Association, financed by the municipality. * • 

® The Niimberg Labojjr Office, as will be seen from the last two columns, shows ‘ 
for 1906 (as also for 190# and 1905) the somewhat remarkable fact of an excess in 
the demand for men of or the supply. This holds true not only of the totals but also 
of each of the various trades and occupations under which applioaifts are classified, 
except General Labour. Even there, however, the number of applicoitions only 
exceeds the nuffiber of situations offered in the proportion 107*4 to KXl* 
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the Employment Exchanges recently established in London, 
though expressly excluding indoor domeslj^c servahts, present the 
same feature. During lihe first six months of 1907 they filled 
74 percent, of the situations offered for men and boys, and only 
46 per cent, of those for women and girls. • 

Third, the diflorences in trade conditions between 1901, a 
.very bad year, and 1896, an average, or 1906, a very good year, 
are clearly discernible. Th('. pr^rcentage of apf)licants for whom 
situations could be found in 1901 is relatively very low; the per- 
centage of em])loyers* demands which could be satisfied from 
amemgst the crowds of men presenting ihemseWes is relatively 
high. 

Special attention is paid by a good many Exchanges, among 
which Munich, Stuttgart, and Strassburg may be pientioned, to 
boys and girls leaving school. In Oermany, as in England, 00114 - 
plaints arc rife against the tendency to prefer immediate earning 
to learning a ti;ade, and efforts are made to coiint(*ract it by 
jorganising and advocating apprenticeship. In Munich, which 
here also appears to have led the way, there is a special section for 
appnmtieos. The attention of all boys and girls in the elementary 
schools is caljed to the Exchange a few months before they leave, 
and *they arc encouraged to register there, and s'tbseqnently to 
call tliero from time to time (being let out from school for the 
purpose) to sou if a suitable, situation has been notified. In this 
way they, as a rule, have all their arrangements completed before 
they actually leave school. According to the Munich Report for 
♦1906,^ the vast majority of all situations for apprentices in the 
city* wore filled through the Labour Office. Boys other than» 
apprentices arc dealt with in the unskilled section. How far the 
Labour Office in these matters acts as more than an open market 
and endeavours cither to influence the decision of the boys and girls 
or to select among the employers I am unable to say. At the 
time of my visit to Munich operations in this section were almost 
completely suspended because an increase in the age of leaving 
schooji had cut off altogether for the time being the supply of 
boys and girls. Apparently, however, the Labour Office, with the 
assistance of the Guilds, does undertake some inquiry as to the 
"positio,n of the employer and his capacity to teach apprentices, 

. Nearly all the public Labour Exchanges ^ive their services 
without charge either to employers or employees.* Berlin, with its 
registration fep of 2 ^( 1 . for employees, is a conspicuous exception. 
The fee qf 1 . 9 . also charged at Berlin to the employer for each 
domestic servant actually engaged is not so unusual. The Strass- 
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burg Labour Office, whose services are now otherwise gratuitous, 
still derives a substantial revenue from this source. The ten- 
dency,^ however, is everywhere to the tiroppiiig of fees — as at 
Freiburg — and to the provision of a perfectly gratuitous, public 
service. 

The expenditure on certain Exchanges during the last year 
(1906 or 1905) is" given as follows Cologne, £518; Diisselclorf,^ 
£487; Frankfurt, £1,037; Freiburg, £520; Munich, £2,222:' 
Strassburg, £520 (after deducting £114 received as fees from 
employers). In most if not all these cases the rent of the 
Exchange pren^ises is excluded, as it certainly is at Cologne, 
Diisseldorf, and Munich (where the rental value of the promises 
is estimated at £226). In some cases also the Exchanges enjoy 
postal facilities not taken into account Iktq. On the other hand, 
tjie recorded expenditure may cover things outside the ordinary 
work* of an Exchange — e,g., a specialist library^ at Munk'h. 
Taking the figures as they stand, thc^y yield an .average cost ptu* 
situation filled of 4\(1. at Cologne and Diisseldorf, G}d, at Frank- 
furt, 7(L at Freiburg, 8d. at Strassburg, and lOd. at Munich. 

The expenditure has to be met in the first instailce^by the 
municipality or voluntary association resj>onsible for the Exchange. 
Most of the States Governments, however, make grants either in 
aid of the general finances of the Ejcchanges (Baden) or for the 
specific purpose of promoting intercommunication^ between dif- 
ferent towns. These latter payments may be made either to 
individual Exchanges directly, as appears to be the case in 
Bavaria and 'Wurttemberg, or to federations — c.f/.,the Federation* 
of Westphalian Exchanges, which receives £250 annually *ffom 
the Prussian Ministry of Commerce. Since 1902 the Imperial 
Government has followed the example of the separate States, and 
makes a grant (£300 in 1903) to the General Federation of Ger- 
man Labour Exchanges. Few things indeed are more notice- 
able about the movement or mbre responsible for its success than 
the support accorded to it by public authorities of all kinds. This 
has meant not merely financial assistance. It has meant many 
facilities both in making the Exchanges known and in developing 
their work — free advertising in official buildings and publications, 
reduced fares on the State railways for men sent to distant situa- 
tions, the use of the Exchanges by many public employing depart-, 
ments. It has meant, above all, that the public Exchanges have 
had a good standing from the very first. In Prussia the move- 
ment was largely initiated by the State Government, which by 
a succession of circulars in 1894, 1898, and 1902, urged upon all 
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local authorities the establishment of public Labour Exchanges 
with joint management by representative epiployerS and employed. 
The Govern rrumts, of B&varia (1894), Wurttemberg and 

Alsace Jfjorrainc (190*2, 1903) have also powerfully supported the 
movement in the same way. • 

The attitude to be adopted by public Labour Exchanges in 
ma^licrs where the interests of employers anS employees are 
opposed has naturally been much discussed. Two questions pre- 
sent themselves. First : Shall the Exchange intervene in ques- 
tions of wages and conditions of labour in the sense of refusing 
to notify situations in which wages and condition!# do not conform 
to tlie “recognised” or trade union standard? The answer in 
Germany has everywhere been in the negative. No public Labour 
ExchaMge regards the, enforcement of any particular conditions 
of labour as within its functions. Em[)loyer and workman mu§t 
make their ow'ri bargain ; the Exchange cannot and must not 
attempt to do more than put them into communication. The 
utmost that may bo done, and often is done where an employer 
' **oircr8 an exceptionally low wage, is to call his attention to the 
fact, and to the small likelihood of his getting a man at that price. 
If, however,^ the employer wishes it, the Exchange is bound to 
notify the vacancy and the wages offered. Auy fiian willing to 
accept the offer is free to do. so. This principle appears to have 
• been generally accepted as self-evident by everybody concerned — 
by trade unionists as much as by others. Around a second ques- 
tion —as to the attitude of the public Exchanges in times of open 
^lispute between the two parties — much controversy has raged. 
Shall* mcji be supplied through these agencies to take the places^ 
of others on strike or locked out? To supply the men is ap- 
parently to take the side of the employers against the employees ; 
to refuse to supply them is apparently to take that of the em- 
ployees against the employers. In this dilemma four principal 
alternatives have been adopted by different Exchanges : — 

1, To ignore disputes altogether, i,e., to send workmen 
!o a vacancy due to a dispute in exactly the same way as to 
any other (Niiryberg, Berlin till 1905). 

2. To register vacancies created by a dispute and to notify 
them to applicants for work, but in doing so to give formal 
notice of the dispute to the individual sfpjplicants (Berlin 
since 1905, Cologne since 1904, Diisseldorf, Frankfurt), and 
also by placards placed in the Exchange premises (Munich 
since* 1898, Stuttgart since 1901, Strassburg). 
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3. To suspend operations within the range of the dispute 
during its vnntinuance (Cologne till 1904, Barmen). 

. 4. To make action in each case^ depend u|X)n the meet- 
ing and decision of the Industrial (Jourt sitting as an arbitra- 
tion tribimal (Munich till 1898, Leipzig). 

There can ber little doubt that the second of these alternatives 
has most approved itself in practice. It has been adopted in three 
leading cases — Berlin, Cologne, Munich — after trial of one of the 
other alternatives. 

The practicj-l effect of the second alternative — to notify all 
situations, but at the sgme time to call attention to those which 
are due to disputes — appears to be that such vacancies are very 
seldom accepted by men through the agency of the Exchange. 
This was stated to me explicitly in Berlin (at least, as to the 
skille/i men), Cologne, Frankfurt, and Munich ; while in the l^>st- 
named Exchange I actually witnessed an unsuccessful attempt by 
an employer to get two ordinary labourers to fill vacancies created 
by a dispute. The wages offered were good, and the waiting-room'* 
full of men, but not one w^ould put himself forward for the work. 
It is now indeed generally recognised that the importance of the 
question has* becn^ enormously exag^forated. If during a dispute 
there are anywhere men able and willing to take the vacancies 
created, an employer has many w^ays of getting, at them far 
more effective than a public Tjabour Exchange. The publicity 
of the latter makes it indeed the last place from which to get 
men in a time of roused feeling. The very men who will refuse; 
^to put themselves forw^ard in the waiting-room at the Exchange 
may respond readily to an advertisement. The effect of the second 
alternative— to notify dispute .situations while calling special atten- 
tion to their character — is not very different from that of the third 
alternative : formal suspension of operations within the range of 
the dispute. It has, however^ for the Exchange the great prac- 
tical advantage of enabling it to avoid responsibility for difficult 
decisions, as to wlien a dispute has arisen or not. It simply gives 
publicity to statements made by the parties concerned— in some 
cases to the employer’s denial that there is a dispute, as well as 
to the union’s assertion of it— -and then leaves men to act upon 
their own judgment. , . * * , 

From what hafe already been said, it will be evident that the 
public Labour Exchanges have in some places completely secured 
the confidence and support of the trade unions. This is the more 
noticeable J)ecause at first they met with definite hostility in that 
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quarter. In 1896 the Trade Union Congress condemned the im- 
partial public Labour Exchanges root and branch, and solemnly 
warned workmen pveryvfhero “ against every experiment based on 
any otjjer principle than the sole control of Labour Exchanges by 
the Labour organisations.” In 1899 the Congress, while for- 
mally reaffirming this view, practically abandoned it altogether by 
a rdsolution recognising that ‘ ‘ under present coifditions the estab- 
lishment of public Labour Exchanges might be of great advan- 
tage to many trades,” and recommending organised labour every- 
where to take its part in the management of these institutions. 
By 1907 the establishment or exclusive use of sujBh an Exchange 
has* come to be a common demand of the workmen in collective 
bargains or even the object of a strike. 

This remarkable conversion from formal hostility to strong 
practical support is to be attributed to the following amongst oth^r 
reasons , 

1. Experience of the value of successful Exchanges in 
shortening for the individual workman the average i^eriod 
between one job and the next, and thus for the union the 
period of unemployed pay. 

^ 2. The failure of puijely trade union Exchsyjges to secure 

general use by employers except in the fe^ trades in which 
the men were already completely organised. 

3. The establishment by employers of their own Exchanges 
in definite opposition to trade unionism. A public (impartial) 
Exchange is at any rate better from the workmen’s point 
of view than an Exchange managed deliberately with the 
object of maintaining a large reserve of labour or of black-* 
listing individual “agitators.” 

The supporti given to public Labour Exchang('.s is not indeed 
uniform. The printing trade has throughout Germany its own 
independent organisation, maintained by joint agreement of em- 
ployers and employees. A very large number of trade union 
registries maintain a shadowy existence, and some few a real 
vigous*. This, however, is duo rather to sectional feeling and 
conservatism ; opposition on principle has practically died away. 

On the employers side there has not been wanting an asser- 
tion edrresponding to that of the trade unions in 1896, t.e., a 
claim to organise the labour market themselvei, in the interests 
of the buyer as against the seller of labour. “ The maintenance 
of the partisan -(employers’) Labour Exchange,” said a speaker at 
a representative conference, ” is a matter of life and death for our 
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industry.” This assertion has received practical application in 
certain towns, such as Jiamburg, and certain trades, such as the 
Berlin; metal trades, where the development, of public Labour 
Exchanges is hampered by the existence of Exchanges, main- 
tained and effectively supported associations of employers. 
That it does not represent the general attitude of employers 
either individually or in association is shown both by their increas- 
ing use of the public Exchanges in nearly every town, and by 
their participation through representatives in the management of 
these institutions. 

Practically *ail the imjiortant public Labour Exchanges in Ger- 
many have committees* of management representing employers 
and employed. In Stuttgart, for instance, the committee con- 
sists of ten members elected in equal numbers by the employer 
and employee assessors of the Industrial Court, with the president 
of the Industrial Court as ex-officio chairman. The Berlin 
(General Section) and Prankfurt Committees haye this same con- 
stitution, except that in the former the chairman and a deputy- 
chairman are appointed by the Voluntary Association, and that in 
the latter the chairman is apjjointed by the town coifncil. In 
Munich the^ employers’ representatives are nominated by the 
municipality for the somewhat curious reason that even the* em- 
ployer assessors of the Industrial Cou/t included poisons of a trade 
unionist or social democratic bias. In Cologne and iMisscldorf the 
Committee is chosen in equal numbers by various organisations 
on either side, and elects from outside its own chairman and vice- 
chairman, sfibject to approval by the Oberbiirgermeister. In, 
•Strassburg half the committee consists of a chairman, ten 'om- 
ployors, and ten employees, half in each case chosen by organisa- 
tions on each side, and half, together with the chairman, appointed 
by the municipality. In Nurnberg the Committee consists of five 
municipal representatives, four employers, and four employees, 
all, however, nominated by 'the municipality. There is thus 
considerable variety in the constitution of these committees. 
Some are far more truly representative than others. There are 
also, no doubt, considerable differences in both their formal and 
their actual powers. Broadly speaking, hqwover, these do not 
extend either to the determination of main principles — these are 
for the municipality or association, which provides the funds— pr 
to the details of daily routine— these are for the staff. An 
Exchange Committee meets probably once a year for formal busi- 
ness, and oftencr only if required to adjust a dispute or initiate 
a new movement. The Munich Committee, for instance, held three 
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mootings in the twelve months ending May, 1907, to discuss altera- 
tions in the constitution, the removal of the office to a more 
central situation, <ind ^he establishment of branches ip the 
subirrbs. The Stuttgart Committee met eight times in the two 
years 1905-6. The Cologne Oomrnittee appears to have met only 
once in 1906-7. 

’^he object of this article is rather to describe tJerman Labour 
Exchanges than to marshal the arguments in their favour. In 
Germany, at any rate, it is very generally realised that to put 
upon the individual workman the whole burden ^finding and 
following the ever-shifting market for his labour'*^ to leave to 
isolated action a matter that cries out for organisation, and that 
in regard to every other commodity in the world has obtained full 
measure of organisatioru Everything else that is bought and sold 
has its known marts ; labour alone is still hawked blindly from door 
to door or town to town. This general argument for the organisa- 
tion of the labour-market is, of course, reinforced by many others. 
The isolated search for work, it is urged, is demoralising to the 

• individual as well as economically wasteful ; vagrancy cannot be 
repressed sCernly until blind tramping in search of work is made 
unnecessary ; ^ unemployment ^cannot be met by insi^nce except 
in so*far as a fairly complete organisation of the l^our market 
affords direct test oTC unemidoyment ; industrial crises cannot 

• safely be met i)y emergency measures unless the State is pro- 
vided with an accurate and automatic indication at the beginning, 
existence and ending of these crises. On the other hand, there 
appears to be in Germany little or no recognition of the possible 
use of “Labour Exchanges as instruments for the “ decasualisa- 
tion of labour.^ In a good many Exchanges, indeed, it is laid 

’ This is the principal point in an article of mine on “ Labour Exchanges and 
the Unemployed’’ appearing in the March number of the Economic Journal^ 1907. 
In the December number Mr. D. H. Maegregor suggests certain doubts as to the 
policy of decasualisation, viz. : (1) that the residue created would be unmanageable, 
because the assumption that it would consist of definite persons might prove 
false ; (2) that even though decasualisation lessened the numbers of the industrial 
reserve, “the problem just is that this reserve is there chronically unpaid and 
hopelessly beggared whenever we come to a general and widespread depression of 
^trade.” As to the first point I certainly should not be content merely to assume 
that the persons thrown out J)y decasualisation would bo definite persons. I should 

• take whatever steps were necessary to make the reality correspond with this 
*as8umptimi. Registration at the Exchange would bo free to all, but getting work 

> through the Exchange would depend upon the policy of th<% Exchange, and that 

• policy would be quite definitely to concentrate work upon thtf smallest number of 
men possible (so as to provide them with a living wage) and to *deprive the rest of 
all chance of work ‘in that place or occupation. In practice there would be no 
serious difficulty about this discrimination; if the Exchange simply followed 
common eense and the example of the London and India Docks Gfimpany in 

1^0. 69.— VOL. xvin. o 
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down that men, if otherwise suitable, shall be selected for 
vacancies according tp priority of application— a rule which, in 
so far as it is carried out, must have an effect directly opposite 
to “ decasualisation,” tending to distribute casual jobs in rotation 
over a large "number of men instead of concentrating them so as 
to afford a reasonable living to a few. 

, The public Labour Exchanges of Germany are * still 
only at the beginning of their development. Their success, though 
in many cases remarkable, falls far short of anything like domina- 
•tion of the .labour market. They are still nearly excluded from 
some trades and of little importance in many others. Their most 
conspicuous successes “are in towns, such as Munich, Stuttgart, 
Freiburg, which industrially are only of the second rank. 
Some of the,most important services which they may render, such 
•as the decasualisation of labour or the provision of a direct test 
of iftiemploymcnt as a safeguard to systems of inmrance or. out- 
door relief, arc only just being realised or are hajdly realised at aft. 
They are still an instrument in the process of being made and 
perfected, rather than one in full use. Yet no one can doubt that' 
they have come to stay and to grow as the many sfervices they 
may rende^come to be more fully recognised. They do not solve 
the unemployedt-problem. They Rim])lify it enormously, aftd are 
indispensable to a solution. , W. H. Beveridge 

C 

moving men up and down the list for work according to the regularity of their 
work or reports upon their industry, the discrimination would become automatic. 

As to the second point, if in speaking of the industrial reserve as being 
still there/’* Mr. Maegregor means that no organisation of the labour marli^pt 
can abolish all fluctuations in the demand for labour, I of course agree with 
him. But given proper organi.sation there is no reason why the reserve power 
to meet sudden increases in the demand should not be found rather in the power 
of many employed men each to work an extra hour a day or day a week than in 
the maintenance of a smaller number of normally unemployed men taken on only for 
emergencies. If, however, by the reserve Mr. Maegrogor means the existing dock 
labourers, carmen, general labourers, etc., I should answer that decasualisation 
would turn part of these into men of fairly regular employment (and thus not 
beyond the possibility of organisation and saving against times of exceptional 
depression) and would turn the rest into a surplus (a thing entirely different from 
a reserve). The surplus men in so far as they were not naturally absorbef^in fresh 
branches of industry, would have to ho removed deliberately, but until they are a 
surplus, not a reserve, -t.e,, until decasualisation has abolished the economic demand' 
for them, their removal— whether to Canada or to rural England or to municipal , 
workshops— 'Simply empties a reservoir which fills again automatically. . ^ 

With regard to Germany, I ought to add that I have not had the opportunity of 
visiting the Exchange maintained by the Citizens' Association of Hamburg. This . 
undoubtedly deals largely with casual labour, supplying all the men engaged by the 
p<Jrt authority for work on the quays, but, so far as appears in the Report on 
Unemployed Insurance already cited, has no definite policy of deoast^llsation. 
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The economic arithmetic which it is the pur]X)se of this paper 
to suggest is not, like the older term “Political Arithmetic,” 
merely another name for statistics. It is to resemble rather our 
common school tcxt-bo6ks in arithmetic in at least ofle point, viz., 
it is to consist of a series of problems and exercises to bo worked 
out 'by the student. These problems are to be based upon well- 
known economic laws, and should be so devised as to require 
,«a tolerably clear understanding of these laws, but to require no 
knowledge* of mathematics beyond simple arithmetic. It is to 
differ from an ordinary text-book in economics in that it is not 
to stop with a mere verbal exposition of economic ’principles, but 
is to require the student to apply them in definite form to con- 
crete, though necessarily hypothetical, problems. In this respect, 
again, it woul3 resemble our common school text-books in arith- 
metic, which do not usually stop with a mere verbal statement 
of arithmetical rules, but arrange a series of problojns designed 
£o make the student apply the rules to concrete, though also hypo- 
thetical, cases. If we may assume that these problems and exer- 
cises in our common arithmetic are useful in making arithmetical 
rules and principles somewhat more definite and concrete, may 
we not hope that a similar result will be accomplished in economics 
by a similar method? , 

The advantages of this method are obviously in part peda- 
gogical, but that is nothing against it, since one of our greatest 
social 4 >roblemB is that of making the principles of economics clear, 
*and their applications concrete, to the average man. It will also 
prove a great antidote against loose and slipshod thinking on the 
•part of those who no longer regard themselves as pupils. Again, 
it' is the belief of the writer that the study of a» economic arith- 
■ metic of the kind suggested will be of value to .those students 
who expect to enter upon business careers, and this is a matter 
of some importance now that university men are turning more 
and mdbe in that direction. 

0 2 
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It is probable that economics will continue to derive its chief 
value from the light which it throws upon the proper conduct of 
public.'rather than private affairs. But unless the laws of economic 
causation work differently in the two fields, the study of economics 
ought, theoretically „at least, to furnish a valuable preparation for 
both. That the study of the laws and tendencies which govern 
masses of men in the universal struggle for a living may become 
a valuable training for the individual participant in that struggle 
is obviously a theoretical possibility. How to make this 
theoretical pjjssibility a practical reality is a question of growing 
concern to teac'ners of economics. The working out of problems 
based upon well-knowrt economic laws seems to promise some- 
thing in this direction. 

Though applicable to any productive industiy, these prt)blems, 
so far as the writer has made use of them, have related to agri- 
culture alone ; firstly, because that industry offers? the simplest 
and least complicated conditions; secondly, because it is the 
industry with which the writer is best acquainted ; , thirdly,^ 
because the numerous experiment farms which are now main- *• 
tained furnish a nearer approach to an economic labotatpry than 
is to bo foupd in connection with any other industry. By way 
of illustration, let us begin with one of the simplest possible 
cases, viz., the feeding of cattle. 

According to a writer in Country Life in America for July,' 
1905 : — “ It is a demonstrated fact that as the fattening period 
is prolonged the cost of each pound of gain increases. In one 
experiment' 730 lb. of grain were required for 100 lb. of gain 
during the first two months (of the fattening period),* tvhile 
1,000 lb. of grain were eaten for the same amount of gain at 
the end of six months. It has been shown that in some cattle 
it costs four times as much to produce a pound of meat at the 
end as at the beginning of the feeding period.” 

‘‘ Again,” according to the same authority, “it is true that 
the cost of gain increases with the age of the animal” (aside 
from the period of forced fattening). “From statistics covering 
feeding experiments with more than 50,000 cattle of different ftges^ 
it appears that the average daily gain in cattle at J year of age is 
2'3 lb. ; at li years, 2’09 lb. ; at 2J years, 1'58 lb. ; at 3|i years,.' 
1’44 lb. ; at 4^ years, 1'2 lb.” Here wo have a sufficient induc- 
tive basis for the conclusion that the fattening of cattle comes • 
under a law entirely analogous to the law of diminishing returns. 
On the basis of some of these experiments it would not, be difficult 
to consttuct a table, or a series of tables, showing the ^aily or 
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weekly gains of actual bunches of steers, though hypothetical 
ones would do equally well. With such tables before the students, 
the instructor could then set a series of problems for them to 
work out, problems involving the principles of marginal cost and 
marginal productivity under varying conditions of cost of feed 
and price of beef. Should any of the students ever engage in 
cattle-feeding, they would then have no excuse for making the 
mistake frequently made by feeders in America, and jx)ssibly in 
gngland also, of prolonging the feeding period after the daily 
gains had ceased to pay the cost of the daily ratipu«’^T3ut even 
if none of them should ever engage in such a bucolic occupation, 
those who have worked out a series of pfoblems of this kind will 
have a clearer idea of the law of diminishing returns in its varied 
forms •and applicatione than they are likely to get from mere 
verbal instruction, for verbal instruction is too often like the 
joroverbial wj^ter on the duck’s back. Moreover, since the* same 
general principle is involved in every productive industry, those 
problems would not be entirely devoid of value to the student 
who expected to enter upon any sort of a business career. 

Let* uS now tuim to a somewhat more familiar, but more 
complicated,, phase of the general law of diminishing returns, 
viz.’ the yield of land under varying applicatftns of labour and 
capital. The following table, with the problems based upon it, 
will serve to illustrate the method under discussion : — 


Quantity op Cobn Gbown with Vaeying Quantities op Laboub on a Given 

Quantity op Land. 


Number of days’ 
labour of a man 
and team with 
the appropriate 
tools. 

Product, 

in bushels, of each of four fields of ten acres each. 

Field A. 

Field B. 

Field C. 

Field D. 

5 

50 

45 • 

40 

36 

10 

160 

140 

130 

126 

16 

270 

256 

240 

220 

20 

380 

360 

300 

270 

•25 

460 

420 

360 

310 

30 

510 

470 

390 

340 

35 

560 

510 

420 

360 

40 . 

600 * 

640 

440 

375 

46 • 

680 

660 

460 

386 

50 

650 

675 

455 

• 

390 


The following problems are based upon the above table : — 
Proble/n 1. — Assuming that the labour of a man and team, 
with the appropriate tools, costs a farmer 20^. a day* and that 
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corn is worth Is, 6d. a bushel, how many days of such labour 
could he most {)rofitably devote to the cultivation of each of the 
four fields, assuming that they are all tfie land which he has at 
his disposal? » 

How wouia the problem be affected if labour cost 10s. a day 
instead of 20s.? 

Problem 2. — ^*Assuming that the farmer has 200 days’ labour, 
and no more, which he can devote to corn growing, but that he 
can have, rent free, an indefinite quantity of land of the gradp 
of field A,‘liaw many acres could he most profitably make use of 
for corn growing ? 

How would the problem be affected if he had to pay a rental 
of 30s. an acre? 

Problem 3- — Assuming that the two fields A and C ‘belong 
t» the same farmer, and that he has but 20 days’ labour which 
he can devote to their cultivation, how could these 20 days- be 
most profitably distributed between them? Ho;iv could 25 days 
be most profitably distributed? 35 days? 50 days? 60* days? 
70 days? 90 days? . 

Problem 4. — Assuming that the relation of the labouV-sppply to 
the land-supi^y is such that 130 days^’ labour, of the Viod assumed 
in the table, will«eek employment upon the four fields A, B, C, 
and D, what would be the normal. rate of wages, i.e., what is 
the highest rate at which the farmers would fi*d it to their 
advantage to employ the entire labour-supply — corn being worth 
Is. fid. a bushel? What would be the normal rental of each 
field? 

How would wages and rent be affected if the labour-supply 
were 170 days instead of 130? 

These problems are very easy and can be solved almost at 
a glance by those who understand clearly the principles of mar- 
ginal productivity and marginal cost ; but they are likely to 
prove somewhat vexatious, though by no means insoluble, to 
those who do not. Therefore they furnish a very good test of the 
clearness of the students’ understanding. To be sure, the higher 
mathematical formulBe, and problems based upon them, would 
answer the same purpose in the case of the student whose mathe- 
matical training was sufficient. But not every student hqs that 
training. Thougjj these arithmetical tables are less compact than 
the higher mathematical formula?, the fact that the former are 
usable by a larger number of persons must weigh heavily in 
their favour. Moreover, they conform more readily to f^e results 
of careful accounting. The cattle-feeder, for example^ who 
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weighs his cattle daily or weekly will record their progress in 
the. form of a table rather than in that of.a mathfematical curve. 
The cultivator who records the results of different systems of cul- 
ture* will, in the act of doing so, construct a table in all essentials 
like those given above. The construction of a mathematical curve 
would, in either case, be a secondary and more refined process. 

However, it is not the pur{X)se of the present paper to decry 
the use of curves and diagrams in the exposition of economic 
principles. They are often useful, sometimes indispensable. But 
there are some things which can be done better wifcV^bles of 
figures than with diagrams. The fact that figures', especially if 
they represent the results of actual experiments, give an air of 
greater reality is not entirely beneath the notice of an economist. 
The m5re pedagogical ^u]>eriority of this method is not a thing 
to be ignored. This superiority consists in the fact that the 
§tudent is made to assume the active instead of the passive role 
in the process of, instruction. By the use of the problems based 
.upon these tables the student is made to think out and apply 
the principles instead of being the passive receiver of instruction. 
It is one thing to explain to a student, by whatever method, that 
it is^time to .stop feeding and to sell a bunch of steers when the 
daily gains in value fall to a level with the gcost of the daily 
ration ; but it is quite another thing to place before him a table 
showing the ifjsults of a feeding experiment and make him tell 
you when was the proper time to sell. 

But the advantages of this method are not all of a purely 
pedagogical nature. It will also furnish a kind oi^ preliminary 
training for the accountant and the statistician. So long as our , 
proposed economic arithmetic has to be made up largely of hypo- 
thetical problems, the training which it gives will not, it need 
not be said, make the student either an accountant or a statis- 
tician ; but it will accomplish something else which is quite as 
important at the present time. It will enable the student to 
see clearly upon what points it is essential to have exact statistical 
inforpiation, and will thus enable him to direct his statistical 
inquiries to a better advantage. The principal reason why so 
many of our statistical inquiries are of so little use is because 
those who direct them do not have, to begin with, a very clear 
idea as to what it is worth while to find out. The result is that 
we are piling up thick and multitudinous volumes of statistical 
information of. little use to anybody because they 3o not enlighten 
us upon lihe points where we most need enlightenment. One of 
the first things to be accomplished by the study oi this new 
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economic arithmetic will be to show, largely by the use of hypo- 
thetical problems, what are the essential points upon which 
statistical information is needed. After this has been accom- 
plished and statistics upon these essential points are made avail- 
able, actual •tables and problems may be substituted for the 
hypothetical ones to which w^e have to resort at present. 

For illustration, lot us return to the simple case of the fee*ding 
of a bunch of steers. Of course, the general j>roblem, from the 
farmer’s standpoint, is how to fatten and market them at the 
greatesr px;^(it. But under this general }>roblem there are a 
number of special problems such as the oiu' already mentioned, 
viz., when to stop footling and to B(dl. It is only when th(i 
director of a feeding experiment understands the principle of 
marginal cos^ and marginal ]>roductivity in thedr af)])lic?i^tion to 
this special problem that he will bt) able to colh'ct the necessary 
data.* Fortunately these. |X)ints are generally understood by -the 
directors of our experiment farms, and tlu'ndop' we have con- 
siderable light ujKjn the quostiom But in the almost exjually 
simple case of the cultivation of a crop of Indian corn, we liave 
almost no information regarding th(' results of a vaiyirlg expendi- 
ture of labour either in the preparation of the soil or in the 
cultivation of tho crop after it is planted. The reason is not 
because such information would be^ difficult* to obtain, nor is it 
because the information would not be of great value ; it is solely 
because the directors of our experiimmt stations have not yet 
understood its economic significance. 

The problems arc (‘ssimtially the same, though much more 
complicated, in the cas(i of a mercantile establishment, a hitimi- 
factiiring plant, or a railway system. One of the many important 
things which it is necessary for the manag(u* of any enterprise 
to know is the light proportion, under the circumstances, in which 
to combine the various factors of production. It goes wdthout 
saying that it is as important *ior the manufacturer to know how 
large a labour force, for example, to maintain in any single 
branch of his establishment as it is for the cattle-feeder to know 
how long to continue feeding his cattle, or for a corn-grower to know 
how many times to cultivate his crop. Those are all problems 
in economic arithmetic — the problem in each case being funda- 
mentally the same, viz., to find the right proportion, under thg 
circumstances, in which to combine the various factors of pro- 
duction. And m every such case the problem can be put into 
arithmetical form. The only question is as to the utility of the 
method. «Since the problems must, for the present at leUiSt, be 
almost always hypothetical, will they help in the solution of 
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real problems involving the same principles? That seems very 
mn.ch like asking whether the solution oi hypothetical problems 
relating to bank discount will be of any use to the student who 
may afterward have to solve real ones. 

This does not overlook the fact that most business men learn 
the solution of these problems by experience; but '‘experience 
teaches a dear school.” That soimi business managers have not 
yet learned the solution of all these [)roblcms is witnessed by*' 
the rise of a new kind of export called by soin(‘ mischance the 
“production engineer.” He is also an accoiintan^vlnlt he is 
more than that. He is really a consulting (‘conomist. He is an 
accountant who knows, to hoggin w’ith, th(5 general economic prin- 
ciples which make for the greaU'st efficiency, and who can there- 
fore so*direct the accounting of the establishment ^s to find out 
whether each and eveiy branch is returning its maximum profit. 
Usually he d, 0 ('s not tamper with questions of price, that is, 
with the possibility of buying cheaper or selling dearer, nor with 
the qut‘.stion of getting business. He deals principally with the 
commonplnce iHionomic j)rinciples of margiruil productivity and 
marginal cost — questions identical in kind with those given above 
with^ respect io hypothetical ^elds of corn. If lu^ were employed 
by th(j farmer of any one of these fields he wftuld undertake to 
find out whether the last ploughing increased the crop sufficiently 
to pay what cost, or whether one more ploughing might not 
increase the crop enough to pay the additional cost. In a manu- 
facturing concern ho would undertake, among other things, to 
find out wh('ther too large or too small a force is maintained in 
any one department, or in each and every department. That is ' 
to say, he w^ould undertake to solve for an actual going concei'n 
problems which are, in all essential particulars, like those given 
above with respect to imaginary fields of corn. 

As for the statistician, if he is to throw any light whatever 
upon the proper conduct of publifi affairs, he must precede his 
statistical investigation with a clear theoretical analysis of the 
nature of the problem to be solved, and there is no such antidote 
to loose and slipshod theorising as the necesvsity of reducing one’s 
theories to a mathematical forai of statement. Here, again, the 
use of higher mathematical formuhe may serve the same purpose ; 
but wherever the simpler arithmetical formula^ will answer the 
purjx)se, there is little to be gained by resorting -to higher mathe- 
matics. Their use should be reserved for those cases where the 
simpler formulsB are insufficient. 

Let us be hardy enough to take, as an illustration, Hhe much 
controverted question of Free Trade or Protection. The crux of 
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that whole question lies, of course, in the soundness or the un- 
soundness of thfe fundaipental proposition of the Free Trade school, 
viz., that labour and capital will, if left^to themselves, flow into 
those/fields which arc naturally most productive, and that* the 
only effect of interference is to divert them into fields which arc 
naturally loss productive. If this be true, the Protectionist has 
not one reasonable word to say, and the question is a closed* one 
so far as intelligent discussion is concerned. That proposition 
must be controverted and not ignored if the question is to be 
even o|VrAc,\,to debate, and it must be controverted, not by general 
historical or statistical compai'isons between Free Trade and Pro- 
tectionist. countries, not by general statistics of export.s and im- 
ports, bnt the statistician must test the question definitely and 
specifically, \yheth(T, in an}" actual case, capital and labour have 
of thems(dY(^s dcs(‘rte(1 a more productive for a less productive 
f3(d(l/oj’ been diverted by Government interference from a -less 
productive to a more productive fi(dd. If tliQ statistician can 
show either of these things, he wall open the question *np for 
further scientific disenssion ; otluawise he cannot. .This task 
is not a logical impossibility, as is sometimes too toqfidently 
assumed by the IVee Trader. 

By way of illustration, !(T us take the change which has {aken 
place in comparatively rr'cent ycar^^ in the’Pvornan Campagna, 
which was formerly under Ihc plough, but now arlmost entirely 
in i)astnre. Js tlie change iK'cessarily toward greater produc- 
tivity? Upo]i this ])oint wo have no accurate statistical informa- 
tion, but a. (5asc can be assumi'd hypothetically which will bring 
out tlie essential jKunt. Let us assume that for a given piece of 
land the results of the two systems of culture arc as follows : — 

Labourers Cost Interest Value 


Crop. employed. in wages. on capital. of product. 

Wheat 10 300 100 600 

Wool and mutton... 1 30 IGO 400 


Problcni 1. — -Under these conditions which crop would ivdy 
the farmer better? 

Problnn 2. -At what rate would the labourers have to*work 
in order to make wheat as profitable to the farmer as wool and 
mutton ? 

Neither of these; problems are. matters for discussion ; they 
are matters of arithmetic. And the question : To which crop 
would the land naturally be devoted? is scarcely a. debatable one, 
since it is practically identical with problem 1. But there is room 
for discussion as to which crop, under the conditions assumed, 
would pay the oountry better. Left to itself the land would 
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surely be devoted to sheep pasture rather than to wheat growing 
because the former yields the larger surplus. But tvheat growing 
yields the larger total vWuo and supports a larger number of 
people. Much, therefore, depends upon the opportuniti(!^s for 
utilising the labour of the nine men who are nmioved from the 
land when it is turned into sheep pasture. The country as a 
wholes is rather more interested in the total product than it is in 
the surplus product over and above cost, seeing that wages figure 
in the cost. If the nine men can find employment in other indus- 
tries about equally productive, the change from wheg.^i-i g4?owing 
to wool and mutton would be a good one, for not only would the 
surplus bo greater, but the gross product well. If the condi- 
tions arc not favourable for their employment elscwvhere, one of 
three things will probjjJjly happen : — 1. They will bo employed 
at less productive wnrk and at reduced wages. 5. They wnll 
work on the land at w^ages low enough to enable the farmpr to 
make as large’ a surplus in wheat growing as in growing wool 
and mutton. 3. They will migrate. The first alternative would 
be favoural^le or unfavourable according to circumslances. Pro- 
blems could easilv bc‘ fram(‘d to show^ this. The other twn alter- 
natives could only be regarded as unfavourable results of the 
changed economic conditions* These problen^s arc enough to 
show that labour and ca]'>ital may dcs(Tt a more productive for a 
• less productivejudustry, view-ed from tlie stand|X)int of the nation 
as a wdiole rather than from that of the individual business man. 
The task of the statistician is to test any specific case and find 
whether it has actually done so or not. 

But the case of the tariff controversy is only one illustration of 
the advantage to the statistician of some study and practice in 
hypothetical problems of this kind. In general, it may be said 
that this kind of training is about as essential as a preparation 
for statistical inquiry as a course in commercial arithmetic is for 
the work of the book-keeper. But in order to make the problems 
as life-like as i^ossiblo, they ought to be devised by men wdio have 
not only some theoretical training, but also some familiarity with 
the details of many different kinds of busiiu'^ss. This familiarity, 
except possibly in the^case of the agricultural industry, the writer 
does not ■j)ossess. Therefore he must content himself by merely 
f>ointin*g out its possibilities and suggesting that economists devote 
more attention to it. As a pedagogical device tWo waiter has used 
it, with some degree of success, in some of his* classes for the 
last ten ycars.^* T. N. Carver 

* Similar problems are made use of in II. C. Taylor’s Agricultural, Economics 
N.Y. 1906. 



WlLC'f'HE EATING OF LAND VALUES INCBEASE 
UEBAN CONGESTION? 


Two articles in recent issues of the Economic Journal have 
been directetl to an endeavour to show that the substitution of 
land value for rateable value as the basis upon which rates are 
levied would produce, an even greater congestion* of population 
in towns than that which now exists. In “ The Proposed Belief 
of Buildings from Local Bates,”' Mr. Ed\vin Caiman says that. 
‘‘ the increase of buildings resulting from the change Vould take 
place almost entindy. perhaps altogether, in r;ondon ‘and the 
great towns,” and that ” the new* building in the groat towns 
would, of cour.se. deplete the rural districts.” Major Darwin 
follows this up, in his article on ‘“^The Taxation of Site Values 
with Ecfercncc to the Distribution of Population T’ ' by arriving’ 
at the general conclusions “ that land value; rating would increase 
the concentration of our towns about their already congested 
centres; and that this would be an evil result, which would not 
be materially lessened by legislation.” 

»There is great satisfaction in coming to a clear issue; on this sub- 
ject, about which there still exists much misapprehension. While 
concurring in the projwsition that congestion is an evil, I entirely 
deny the other conclusions jijst quoted. I believe that the pre- 
mises on w'hich they depend are defective , and that the reasoning 
by which it is sought to support them is unsound. 

To clear the ground, let me say at once that migratioH from 
rural to urban districts is an inevitable result of the great develop- * 
ment of British manufacturing industries. Also that the tendency 
of commerce to concentrate in town centres is similarly due to ' 
improvements nr the methods of exchange, of which London is 
the most conspicuous example. Both movements will have a 
certain effect, whatever system of rating is adopted. But there 

, 1 Marob, 1907. a Soptember, 1907. 
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is no reason to believe that agriculture will perish in the country, 
or that concentration need become congestion in *the towns. 

It is a striking fact that both the writers to whom I. have 
referred fail to examine the relation of the present rating system 
to those two movements. It has been in operation for three 
hundred years, and its effects upon urban congestion can easily 
be traced ; wliereas the effects of a new system, nbt yet in opera- 
tion, cannot be submitted to the test of actual facts. 

The present rating system does not charge rates upon all rate- 
able property. All unoccupied proix;rty escapes, and Various 
special classes of property are wholly or partially exempt. More- 
over, occupied property is only chargeabte according to the use 
made of it. Consequently any owner can escajK; payment of rates 
altogether by keeping his property unused, or reduce the charge 
by restricting the user. Under such a system it is obvious thaj; 
Ojntefrprise am] industry must bear an undue i)ro)»rtion of the 
rates levied, whik^ special facilities are afforded for the restriction 
of the Ijse of land. The prosperity of a nation depends largely 
upon the beat use being made of its land, whether for industrial, 
cominerciar or agricultural purposes. One thing at least is clear : 
that ^the prespent system is ,in this resjK'ct contrary to public 
fx)licy. • 

But this is by no means the full extent of the evils involved 
in the presen* rating system. The inclusion of buildings and 
improvements in the basis of eharge distributes the burden un- 
fairly between properties that are fully utilised. As a general rule 
Values, arc highest in the centre of a town, and decrease towards 
its circumference. But there are many excc])tions to that general 
rule. The task of valuation would be comparatively simple if it 
were possible to establish any general ratio between the value of 
real property and its distance from the town centre. Proximity 
to a railway station, open space or other centre of traffic, frontage 
to the river or a canal, special locM industries, and many other 
causes have a bearing on the question of value— very often greater 
than^that of the distance from the town centre. And almost 
everywhere there is a wide difference, even in the same district, 
between main thoroughfares and side streets in the matter of 
values^ 

• The important point to bear in mind is thaji these variations 
are variations of land value. The value of any particular struc- 
ture is the same whether it is erected at the town centre or any- 
where else, provided it is reasonably suited to its situation. The 
difference in rental arises entirely from its situation, ri.e,, from 
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site (or land) |Value. And the range of variation is very wide. 
To take London as an instance, a square^ yard of land in the heart 
of the City is worth at least a thousand times as much as a square 
yard in the cheapest suburban district. Land value is *thus 
extremely variable, while structural value is constant, or varies 
only within certain well-defined limits. The quantity of lapd in 
a given area can neither be increased nor diminished ; whereas 
structural value can be indefinitely increased. Yet these two 
values^ differing so greatly in their economic characteristics, are 
amalgamated in one assessment for rating purposes. That 
anomaly and inequity in the distribution of burden should result 
is not at all surprising ; but the extent to which the distribution 
of burden is affected is far greater than is commonly supposed. 
If the addition due to the inclusion of structural value in the 
(issessment bore a fairly constant proportion to the land value, its 
inclusion would not materially affect the distribution of burden. 
But the fact is that this proportion varies wery considerably. 
Excluding extreme cases, it may be taken that, in the oentre of « 
London, the value of buildings and improvements f6rms about 
one-third of the rateable value, while in the suburbs it represents 
five-sixths. In other words, the inclusion of structirral value adds 
50 per cent, to land value in the former case, and 500 per cent, 
in the latter. In the City of Lonflon, during the twenty years 
ending April, 1906, rateable value increased from* £3,777,078 to 
£5,360,197, or by £1,583,119. By far the greater part of this 
was due to , enhanced land value, as the City has long been fully 
built up, and structural values can be incrc'ased only by the. sub- 
stitution of more costly buildings for those previously existing. 
Daring the sarno period the rateable value of the entire County 
of London (including the City) rose from £30,716,719 to 
£43,486,437. The total increase was thus £12,769,718 ; but it is 
officially estimated that £7,522,302 was due to new^ buildings, so 
that the increase in land value was £5,247,416. That is to say, 
that the City, which is only iJoth part of the (?;Ounty in area, 
enjoyed about one-fourth of the total increase in land values in 
twenty years. No detailed information exists as to the total land ’ 
value ; but, at any rate, there can be no doubt about the enormous 
concentration of land values in the centre of London. It is thus * 
evident that rates are levied mainly on land value ^ in the 
centre, and mainly on structural value in the suburbs. Broadly 
speaking, the proportion levied on structural value* increases with 
the distance from the town centre, and is greatest at the cir- 
cumference, i.c., in the very place where building should te en- 
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couraged rather than hindered if the development^^and expansion 
neQessary for public health is to take place. 

The great and obvious inequality of burden produced by the 
present system is only one — and not the most regrettable — of its 
features. The most disastrous effects arise in connection with 
the development of land for building and with the standard of 
house-rent. No builder will erect a house unless tlierc is a reason- 
able prospect of letting it to a tenant prepared to pay sufficient 
to cover ground rent, interest on outlay, cost of maintenance, and 
rates. As the rates average 7s Gd. in the pound in London, they 
add.37J per cent, to the net annual value of land and buildings. 
The result is that large areas of land, otherwise ready aud suit- 
able for building houses, cannot be utilised for that purpose until 
the pressure of demand adds the requisite 37J per cent, to rental 
values. Moreover, any attempt to secure lower rents by building 
on dheap land, only increases the proportion of rates in res£)fect of 
structure. The cheaper the land, the greater must be the pro- 
portion of structural value included in the assessment. Not many 
years ago Lord Swaythling (then Sir Samuel Montagu) offered the 
London. County Council 25 acres of land at Edmonton for the 
oreetjon of workmen’s dwellings as a free gift. But notwithstand- 
ing the absence of any charge for land, the Council found that 
the burden of rates upon the projected dwellings was so heavy that 
any building shheme must involve considerablo financial loss. 

As may be expected under such conditions, the growth of land 
value in outlying districts is comparatively slow. Around all our 
great towns large tracts of land lie practically out of use, or are 
used for purely temporary purposes, during this so-called period 
of “ripening for building,’’ which often extends over a whole 
generation. There is no other similar instance of great and un- 
necessary delay in the transition of land from one kind of use to 
another. A very slight alteration in economic conditions will 
transfer land across the margin of cultivation. When the increase 
of traffic in a thoroughfare makes it profitable, the houses fronting 
it arq converted into shops without difficulty. Offices, ware- 
houses, and other business premises are always taking the place of 
old houses, no artificial impediment arising except such as may 
be due. to fag-ends of leases. Only in the change from agricul-i 
ture to building is the period of transition so Icng, and the leap 
in value so enormous. And it cannot be doubted ‘that these results 
are in the main due to our uneconomic and unequal system of 
rating. 

Thfe restriction thus placed upon building limits the ‘supply of 
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houses, while Remand increases. The result is an abnormal rise 
in the standard of rent, squeezing out those in need of house- 
room hut unable to pay the higher rent* These unhappy persons 
can only meet the difficulty— if they succeed in meeting it at ell- 
in one way, namely, by crowding into a smaller space than is 
necessary for health and decency. According to the census of 
1901, there were in London no less than 304,874 persons living 
in single-room tenements, and 726,096 persons living under condi- 
tions of overcrowding, «.e., more than two persons per room. 
This ft not only a great blot on our civilisation , but a source of 
national deterioration. It is a most emphatic condemnation of 
our rating system that it directly and gravely aggravates thdaO' 
disgraceful housing conditions. The growth of manufacture and 
commerce oyght not to be permanently accompanied by* poverty 
and overcrowding ; and no syshm of local taxation should be 
tolerated which produces such results. 

The effects of the unnecessary increase in thq standard of rent 
are not, however, confined to houses. Premises used for manu- ^ 
facture and commerce suffer in the same way. The limitation of 
the supply of new^ houses and the high rents they^cjiji obtain 
encourage owners — especially shorty leaseholders — tq keep uj) old 
dwellings upon sites that, under a better system, could be devoted 
to trading purposes, but w^hich, under present conditions, can be 
profitably let as overcrowded tenements. Thus «lums continue* 
to (jxist, and the abnormally high rent standard is transmitted to 
industrial and commercial property, the natural extension of wdiich 
is checked.* A particularly unfair cjxtra burden is thrown upo^n 
manufacturers using machinery, as the value of all plant which 
helps to make premises fit for the use to which tliey are put is 
included in the assessment. 

One important result of the limitation of the area of land 
available for building, and of the further limitation within that 
area of the amount available* for trade premises, is the erection 
of lofty buildings. The restrictions imposed on the height of 
buildings by law prevent the construction of the “ sky-scrapers*’ 
to be seen in New York ; but blocks of dwellings, flats, and offices . 
of five, six, or more storeys are becoming w^mmon in the central 
|xirts of London. All these developments are abnormal; .No one . 
prefers to live iq block dwellings or to reach his office* by means 
of a lift ; and the fashionable flat, though it has a certain vogue 
at present, is not the permanent or only home of its occupants. 
The upper parts of lofty buildings are, therefore, seldom occupied 
from choice. An interesting light is thrown upon this aspect of 
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the question by the experience of the London Coi^uty Council in 
displacing population for the formation of the Rotherhithe Tunnel. 
Required to provide house-room for a number of persons approxi- 
mating to the number displaced, the Council erected five blocks 
of dwellings in Rotherhithe, the first being ready for occupation 
in October, 1902, and the fifth in December, 1904. The rest of 
the (fwelling accommodation within half a mile is afforded by small 
houses, and an investigation made in June, 1904, showed only 
14 vacant tenements in 1 ,744 of these houses. But the block 
dwellings have never been fully occupied. The Councirs loss of 
rent^ due to empty tenements in 1904-5 was nearly 50 per cent. ; 
in 1905-6 it rose to 54 per cent. ; and id 1906-7 it was still as 
great as 37 per cent. Other instances could be given showing that, 
wherever population haps a choice, low buildings are* preferred to 
those of great height. But notwithstanding this undoubted prev 
fprence for snifall houses, there were no less than 143,946 rooms in 
block dwellings in London in 190f), of which 106,239 were situated 
in the Qity and the districts adjacent to it. 

In rural districts the existing methods of local taxation, though 
producing less disastrous results, are quite as unsatisfactory as 
in the towns. ^ There are the game facilities for the restriction and 
prevention of the use of land, and the same undue proportion of 
burden thrown ufx)n its best# and most profitable use. The ex- 
penditure of tlfe enterprising landlord and the good husbandry of 
the industrious farmer lead to increased rateable values, and con- 
sequently to increased rates. On the other hand, neglected build- 
ings, fences, and ditches, with poor cultivation, bring about 
deterioration of value and reduced assessments. Since 1894 these 
conditions have been accentuated by the Agricultural Rates Act, 
which has increased the rate-burden u];x>n buildings, while the 
relief given in respect of land is in inverse proportion to the need 
for it. Being proportioned to the value of the land, it is 
greatest where land value is highest and the need of assistance 
smallest, and smallest where land value is lowest and the need 
for relief most acute. It is the burden of local taxation — not the 
benefit of exemption — that should be measured by the value of 
land. 

Thus far the argument has proceeded upon lines which can 
be tested by present-day facts, a few of which have been quoted. 
It is open to any investigator to examine further by this test 
all or any of the conclusions which have been reached. Now, 
however, the theme passes out of the sphere of the actual into 
that of* the probable ; for the next step is to inquire wbai? is likely 
No. 69. — VOL. xvm. * n 
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to be the eff^t of making land values the basis of rating. It 
should be noticed at the outset that most of the undesirable results 
predicted by Mr. Cannan and Major Darwin have already arisen 
under the existing system, and have been gravely aggravated* by 
it. Their arguments, therefore, if sound, amount to this : that 
the change of basis will increase and intensify the evils caused 
by the existing' system. It is necessary next to consider wKether 
ihere is any ground for this conclusion. 

I should not propose to make the change at a single step. 
Such S course might lead to an unnecessary dislocation of property 
values. But it is, nevertheless, far simpler and clearer to con- 
duct the argument by a comparison of the present conditions with 
those which are probable after the complete change has been 
made. There are two great alterations involved in the ^oposal, 
yiz. : (1) the exclusion from assessment of all structural and other 
improvements, and (2) the levy of the rate upon all land, whether 
used or not, according to its fair market value between a willing 
seller and a willing buyer. No doubt, however, it would be found 
unnecessary to assess land occupied by the community in common, 
such as roads, public open spaces, &c. • 

Commencing, as before, on the margin of the town, where 
the transition o4 land from agricultural to building uses is pro- 
ceeding, the first result of the chai^ige will ’be that the erection 
of a house upon any particular site will not alter rthc amount of- 
rates levied in respect of that site as it does at present. When 
a sufficient number of houses have been built and occupied in the 
immediate locality, there will be a general but gradual increase 
in land values there, involving an increase in the yield* of the 
rates ; but any such increase must be a trifle compared to that 
now due to the inclusion of structure in the assessment. In the 
second place, the amount of the charge for rates in such situa- 
tions would be very much less than is at present charged upon 
bouses in similar situations. <rhis reduction cannot be accurately 
estimated, but it might easily exceed 50 per cent. The total 
annual payment required for a house would therefore be materiailly 
less than at present, and this would at once swell the. ra&ks of 
intending tenants. On the other hand, since all the unused land 
would be charged according to its fair value, it would nolonger be 
possible to keep^it both out of use and out of the market without 
incurfing a loss. . The impetus thus given to the buildifig industry 
would be twofold, as customers would increase in pUlnbers, while 
more laud, and cheaper, would be available for buildihg< Dnd)^ 
such pircnmstances more capital would continue to be attracted . to 
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building enterprise until the profits on building ^sumed their 
normal level, leaving house occupiers with.the permanent benefit 
of more house-room at lower rents. 

At the centre, whore business premises predominate, the con- 
ditions would be affected in a different way. There the bulk of 
the existing assessments is land value, and there wOuld be no 
reduction in the amount of rates charged, but rather a tendency 
to increase it. For although the assessments would be reduced 
by the exclusion of buildings and machinery, larger poundage must 
be levied in order to raise the equivalent of the present “yield. 
This, however, will have no effect upon building. As the Separate 
Report on Urban Rating and Site Valuta says, “an increased 
burden will certainly not stop building in the centre of a town— - 
it will fcerely diminish the peculiar advantage's of. the central 
position ; in other words, it will prevent the site-owner obtaining 
so much rent.’’ T3ut the erection of trade premises will be in- 
directly facilitated, by the change, inasmuch as the numerous new 
^houses in the suburbs, at low rents, will set free a considerable 
quantity of .centrally situated dwellings — old and often insanitary 
— for replacement by business premises. Shortly stated, the 
change will cprtainly cause ap entire local redistribution of the 
rate-burden. It will be increased in the highly •valuable central 
districts; in a small zone immediately surrounding them the 
alterations wilt be slight; while the remaining area — probably 
three-fourths of the town — will be relieved, the amount of relief 
increasing with the falling of the land value curve. 

• While the reduction in rates will reduce the rent standard 
wherever it occurs, the increase in rates which is probable in the 
central area will not increase rents there. The new rate will 
be levied according to land value, and it is unnecessary to repeat 
the arguments of Adam Smith, Ricardo, and John Stuart Mill, 
showing that a tax on economic rent falls wholly on the land- 
owner. Rents in the central area* would therefore be reduced 
in two ways : (1) by the new rate, and (2) by the greater quantity 
of land available for building elsewhere. This result, moreover, 
rf5oinci3es with Major Darwin’s conclusion “that rent gradients 
would be rendered less steep by the rating of land values ’’ (p. 338). 
3Bt it ^ difficult to understand how this flattening of the rent 
gradients can have led him to the view that it wpuld produce an 
•inflow of population from the suburbs to the centre. Taking his 
own illustration of the reservoir with a sinking bed sloping towards 
• the centre, it is clear that if the slope becomes less steep the 
depth at the centre will be relatively less and the water in the 

D 2 
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reservoir wili be more equally distributed, the centripetal ten- 
dency being obviously weakened. But ^gradients are rendered less 
steep not only by lowering the high end or raising the low one, 
but also by lengthening the slope. The rating of land values 
may be expected to do both. The water in the reservoir repre- 
sents rental value under the existing rating system ; and it is not 
.only deepest in the centre, but its expansion is also artificially 
limited by the strongly-built banks, which may stand for the 
barrier now blocking the building industry at the town margin. 
The effect of a process analogous to land value rating will be not 
only to modify the depth over the fixed area of the reservoir, but 
also to convert the reservoir itself into a natural basin, the slopes 
of which, becoming easier the further they extended, would spread 
the water over a much wider and evcr-cxtfinding area, thus increas- 
ing both the area and capacity of the basin, and providing for an 
incihasing volume of water. The mistake lies in. the attenipt ,to 
compare a growing town with a reservoir of fixed capacity ; but 
Major Darwin’s conclusion is further invalidated by the'assump^ 
tion that the rent gradient relates to houses only. 

If the increasing rental value of a town is spread over a con- 
stantly widening area, it is obvious that population has followed 
the same course! Population has, in any cage, a tendency towards 
the suburbs, arising partly from the more highly effective demands 
of commerce and manufacture over house-building for land in the 
centre, and partly from the desire for purer air and greater space. 
Notwithstanding the existing barrier at the margin, population 
shows a continual tendency to move outwards, pushing thp terrier 
before it. Continuing to use London as the largest illustration 
possible, it may be pointed out that the resident population of the 
City has fallen steadily ever since 1851, and is now only about 
one-fifth of the number at that date. In the central area, made 
up of the City and immediately adjacent districts, a similar 
decrease, but smaller in proportion, has been in progress since 
1881. But in the outer zone of the Metropolitan Police area 
the recent decennial increases range between 40 and 60 pqr cent. 
And this notwithstanding the block dwellings, insanitary areas 
and overcrowded houses which abound in the central districts. 
The outward movement of London population, large as it has been> 
is yet inadequate to the need for healthy house-room. Its ac- 
celeration by the rating of land values is at least a change in the* 
right direction. 

1 have been unable to find in either article any adequate argu- 
ment ifl support of the view that more lofty buildings 'will be 
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erected in town centres as the result of rating land ^jalues. Major 
DarviHn says (p., 881) " it would also, as at general rule, on the 
doctrine of margins, create a tendency for more capital to be 
expended oh a given plot of land ” ; and again, “ any cause 
tending to increase building in the centre of a town would tend 
to diminish building in the outskirts ’ ’ ; and he proceeds to 
indicate, as such cause, the inflow of population to the central 
districts, as to which it seems clear that he has misapprehended* 
the effect of his own illustration, and that the flow of jwpulation 
will be outwards and not inwards. If this bo so, the Whole 
structure of his argument breaks down. 

Mr. Cannan apparently (on pp. 42, 48) relies on the larger 
reduction in the rates likely to occur in towns as a basis for the 
same assumption. His •opinion is that the increase^ of building 
will bo “ almost entirely, perhaps altogether, in London and the, 
great* towns.” _ As a matter of fact, there will be no reductioi in 
the amount of ratps from the change of basis, either in town or 
^country.* There will be a large redistribution of the proportions 
in which the rate-burden is borne by individuals within each rating 
area ; bi\t for actual reductions in the cost of local government 
ratepayers must still rely upon^careful and economical administra- 
tion. ’There are two obvious fallacies in this part «f Mr. Cannan’a 
argument. First he confuses, the reduction of rates in the out- 
skirts of a greatdiown with the reduction of the total amount of the 
rates borne by the whole town. In the second place, he says that 
” as population and means are limited, if more of the increase is 
in»great towns, less must necessarily be in smaljj town’s and rural 
districts’— that is to sayj the increase will be mostly where it 
adds most to the total cost of construction and maintenance.” 
In other words, Mr. Cannan argues that, because there is more 
building in the great towns, there must be less in small towns 
and rural districts. But if the hundreds of thousands of persons 
npw overcrowded in London are enabled to obtain more house- 
room at rents within their means, it does not follow that the 
-'inhabitants of small towns and rural districts will have to put up 
yfith l^ss. The two things have no possible connection. Mr, 
Cannan appears to base Ms argument upon the words ” as popu- 
lation and means are limited.” He seems to assume that if more 
hopses are -built in great towns, more people nyist come /rom 
mtMde to fill them ; whereas my contention is* that the over- 
. crowded town population will spread into the new buildings, 
'^e plnase ‘‘means are limited ” is vague; but in this connec- 
tion it- appears to mean that if more capital is spent on building 



38 THE ECONOMIC JOTJBNAIi t^ARCH 

in London th^te must be a diminution in the capital so spent in 
the provinces. It does not require argi^ent to show the fallacy 
of this conclusion. 

The point which has not always been borne in mind 
is that the central area and middle zone in towns are usually fully 
built over. In the suburbs, however, there are always consider- 
able areas of land not built on , and any impetus to house building 
must find its outlet in those localities where vacant sites abound, 
and not in the central districts. It is not to be imagined that 
any Considerable proportion of houses in the localities already 
fully built will be increased in height, or pulled down and rebuilt 
on a larger scale. The principal change will be the substitution 
of commercial buildings for houses. 

Except ig the comparatively few cases where the defeiolition 
of an unsuitable house would really increase the owner’s income 
by enabling him to realise dormant land value larger than the 
structural value destroyed, the policy of denjolition would be 
suicidal. The addition of new floors to existing buildings,,whether t 
houses or business premises, must in practice be governed by the 
needs of the present occupiers for space and the ability oi existing 
walls to carry additional weight, yhe law has widely instituted 
a close relation between the height of buildings and the thickness 
of their walls ; and the possibility of extra floors being added to 
existing buildings is limited. ‘ 

The effect of the reform will be, in the outskirts whore vacant 
land is cheap and plentiful, to make the cost of premises (rent of 
land + rent of building-)- rates) a smaller annual sum than at 
present. That will increase the demand for premises in the out- 
skirts — not the centre. And in any case it is inconceivable that 
a reduction in cost in the outskirts should produce its main 
resulting increase of building in the centre where cost is greatest ! 

There remains the question whether, in consequence of the 
facilitation of the development of towns, rural populations will be 
depleted. This has already been partially considered. It will 
take a number of years to rearrange the population of the ^owns. 
The overcrowded three-quarters of a million in London will npt' 
be decently housed within a short space of time. But the freeing 
of the building industry from its present shackles should ulfi-. 
mately secure qiU approxiipation-to the desired end.’ Will thb 
towns then go on to rob the rural districts of their population 
in ^eater degree? For it must be remembered that urban, pojpu- 
tionS) as a rule, increase already at a far greate^ rate |bfth ; 
in f^» *the latter may fairly be described asdittl© ^ttdr thWi. 
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stationary. In answer to this question it is safe to say that the 
rating of land values will not accelerate such a shifting of popu- 
lation. Its effect will be*beneffcial to rural industry as well as to 
urban. And in one respect the change will have a wider -range 
in rural districts, namely, in removing restrictions on the use of 
land. In towns, apart from the idle land ripening for building 
on the outskirts, land is not frequently held out*of use, though 
the building lease system often preserves old buildings beyond 
their period of usefulness, and thus prevents for a time the best 
use of their sites. In rural areas, however, land is not always 
dealt with on ordinary commercial lines. It is a means of giving 
, digdity, power, and pleasure to its owner,rfis well as income ; and 
the last item is not always his main consideration. Here 
in partibular the rating, of land values will come to the assistance 
of agriculture. Mr. Cannan says “ you cannot encourage a farmer 
to enlarge his farmhouse by promising to free him from, rates 
for dust collection.” No! but by actually freeing buildings and 
other improvements from all rates, you will certainly make it 
easier and pheaper for him to improve not only his farmhouse, but 
his steadings also ; and thus will be set up a greater attraction for 
capital to be invested in agriculture. Nor is this all. In those 
unfortunately rather numerous cases, where thp interest on the 
outlay on buildings and improvements swallows up the whole of 
■ the rent, it is plear that the land value is nil ; and all such farms 
— while these conditions prevail — will escape rates. I have little 
doubt, however, that the impetus given to agriculture by the 
shavge will speedily produce some land value, even in such c4ses. 
The' important point, however, is that the rates will be levied 
according to the land value, and thus relief will automatically 
be given to poor farms in the proportion in which it is needed. 
Moreover, it is unlikely, under the new rigime, that we shall hear 
much more of the inability to obtain land for allotments and small 
holdings. Under all these circumstances there is no reasonable 
doubt that more labour and more capital will be attracted to 
agriculture; and, on the whole, I am inclined to believe that the 
rurarpopulation will tend to increase under the proposed system, 
and will be able to resist the magnetic town influence not less 
effectively than at present, but more. 

I have, already referred to the failure of both articles now under 
discussion to consider the effects of the present rating system 
upop the problem of congestion. It is, however, only fair to say 
that 'Mr. Uantvan came very near starting on this line of examina- 
ftipn, bu^ unfortunately discarded it after arriving, upon insufficient 
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grounds, at the conclusioo that “the rating of buildings is a 
means for making people pay in proportion to what they get.’* 
The student of rating problems is much* indebted to Mr. Canhan 
for the emphasis he has laid on the fact that rates for ^PCal 
administration are in the nature of payment for services rendered, 
This is exactly true of the total amount collected in any given 
rating area for the purely local services administered in that area. 

• But Mr. Cannan assumes that the same statement holds good 
with regard to the individual ratepayer. Even were it so, th© rates 
for national services, such as poor relief and education, are excep- 
tions to the doctrine, which thus leaves half the problem untouched. ; 
But the assumption will not bear examination. It is twofdld : 
(1) “ that the addition of buildings to bare land increases the 
expenses of the local authority, and (2) that the increase is'greater 
the greater the value of the building of any particular class, no 
raattey whether the increase of expense is in exactly the same 
or in a somewhat greater or smaller proportion than the increase 
of value ” (p. 39). The form in which it is stated indicate^ that 
Mr. Cannan is himself aware of the weakness of this position, for 
he practically admits that no ratio can be established either 
between the value of the building and the increase in local 
expenditure, or jpetween different classes of buildings, t^ese 
admissions alone suffice to vitiate the attempt to prove a direct 
relation between building values and local expenditure ; and, as ■ 
a matter of fact, the variations are considerable. For instance, 
new buildings do not add to the expenses of the local authority in 
making new toads, as this cost is borne by the frontage owners- 
Again, shops do not add to those expenses in the matter ofstteet 
lighting, as in providing their own light they also illuminate the 
street. The public lamps maintained by the local authority 
becope really necessary to the general public only when the shops 
are closed and do not require them. If, however, everything that 
adds to the expenses of the local authority is on that account to 
become a basis of charge for rates, we shall soon get back to the 
days of the octroi and the poll-tax. 

The principle of rating for local beneficial services in . 
measuring the charge for them according to t^e benefit enjoyed by 
each ratepayer; and this is just what the values of in'dividual 
buildings fail to do. Take the service of drainage as an instance.; 
When a drainage system is laid out by a local authority the benefi.t 
is distributed oyer the district it serves, whether built ob^or noti ' 
The' owner of vacant land can obtain a higher price or ground rent 
for it become there is a drainage system-, and this benefit c^mes 
to him irrespective of the erection of the buii^ngB. , 
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Similar reasoning applies to the maintenance, lighting and 
cleansing of streets, and all other local services. In short, the 
benefits accruing from all beneficial services, although they are 
enjoyed by the occupier, take permanent and pecuniary shape only 
in the payment of rent for the use of the site made by the occu* 
pier, either directly or indirectly, to the landowner. Thus they 
invariably tend to enhance land value, which is ctearly indicated 
as a much better measure of payment according to benefit than 
buildings. In view of this conclusion, it is unnecessary to follow 
up in detail the criticism of the new policy as being one of sub- 
sidising buildings. Local expenditure may perhaps be not un- 
fairljf termed a subsidy in aid of land values ; but it does not add 
a sixpence to building values. 

I hate not attempted to follow Major Darwin into the wide 
field embraced by the doctrines of incidence. On the broad issue 
that, the inclusion of buildings with land in a single assessment 
unduly burdens the outskirts of a town and unfairly benefits the 
.^centre, the exact proportion in which the unequal charge is divided 
between' oiyner and occupier is of distinctly minor importance. 
If our local rates are levied in such a manner as seriously to hinder 
building, restrict the growth^ of towns, hamper commerce and 
industry, penalise enterprise, reward neglect, aad produce race- 
decay through inadequate hoyse accommodation, these facts are 
surely sufficient to condemn the system. It grew up — or, as Mr. 
Cannau says, “established itself on the basis of a law now 
three hundred years old, which provided that the poor should be 
relieved by the taxation of every inhabitant and every ‘occupier in 
the parish. Its existence has throughout been marked by struggles 
between rating authority and ratepayer— Parliament occasionally 
intervening — to define a reasonable basis upon which inhabitants 
and occupiers should pay ; and there are numerous points of this 
kind which to-day still require adjustment. During the nine- 
teenth century, with an enormous increase of structural and other 
improvement values, and extreme variations of land value produced 
by the growth of towns, it has become quite unsuited to the 
^econorhic conditions of this country. The time has arrived wlwn 
its place should be t^ken by a simple system with a scientific 
basis. Edgab Habpbb 
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lif an essay recently published by the present writer the 
attempt was made to show that the general assumption that 
saving depended upon* the rate of interest, increasing with its 
rise and diminishing with its fall, was, to say the least, unproved. 
The argument, indeed, went further. * Certain reasons were 
adduced which undoubtedly tend, so far as they go, to a contrary 
Conclusion; and to this extent it was contended. that interest, 
though not without effect upon saving, operated in such a way, 
or rather in such different ways, that saving might well .‘proceed , 
undeterred by alterations in the rate, or even in the* absence of 
any rate. Of course, in this argument there is no* suggestion 
that interest is a dispensable factor in the economy of a society 
regulated as our ‘society is regulated ; its existence depending, as 
it does, on circumstances involved* in the demand for and the 
distriblition of capital, as distinct from those relarting to saving' 
or the supply of capital. 

Owing to the fact that this essay had been written some time 
ago, one form of the argument as to the social utility of interest, 
namely, that revived and so admirably stated by Dr. Cassel, 
received inadequate attention. The position taken by Dr. Cassel 
was indeed stated and subjected to some examination ; but not 
to an examination so careful or methodical as it deserved. It 
is proposed in this paper to attempt some supplement to the 
essay in question. * 

The position to bo considered can be briefly stated. Wholly 
independent of the argument by Bohm Bawerk, which attributes 
the need of interest to a difference in magnitude or utility, and < 
so in incentive force between things in the present and things 
in the future, a need which may be modified or even neutralised, 
by apprehension and anxiety as -to the future, it is- necessar^r 
to recognise that* the life of man is limited, and that therefore he 
oazmot go on postponing indefinitely, that some time the future for 
which {HTOvision has been made arrives, when the period of con- 
sumption will replace that of postponement . Saving , that ie» takes 
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place in view of needs which occur within fairly definite limits, 
and which are not capable of indefinite* and continuous post- 
ponement. Consequently, it is urged, the particular inethod 
of saving adopted is of importance. Of methods of saving there 
are two under consideration. By one, that largely in use at the 
present time, whereby saving takes place chiefly in view of the 
incoifie derived in interest, the provision for future wants is 
made in terms of interest ; and so when the time for future satis- 
faction comes, needs are met without a withdrawal of the sum 
accumulated, from its use as productive capital. Under the*alter- 
native system, saving is governed by the consideration of the 
satisfaction to be obtained by the gradiftil consumption of the 
sum thus accumulated, and so when the needs provided against 
present ‘themselves, that sum is necessarily and proportionately 
diminish ed, with, as a result, a corresponding decrease in the 
total productive capital. The conclusion drawn is that the 
former method .is advantageous to society in general, and 
. that therefore such a rate of interest is required as will 
secure its. fairly general adoption. This rate has been 
stated ^^s something under two per cent., having regard to 
the duration, of life and tq what may be called the period 
of anticipated needs. But the actual rate itself is not a matter 
of great consequence for our purpose, the main importance lying 
•in the existenae of some minimum rate sufficient to prevent the 
substitution of one method of securing the future for another 
method, which is held to be more advantageous to the productive 
interests not of the individual but of the community.* The point 
at isSue is- whether the former method is necessarily less advan- 
tageous ; whether, in other words, its adoption can be said to lead 
necessarily to such an alteration in accumulation as will diminish 
the amount of capital in industrial use. Saving, it will be 
generally admitted, will proceed, provided, that is, that the desire 
to provide for the future remains in undiminished force, but it 
will necessarily be more widespread, each succeeding generation 
being forced to provide for its future instead of relying upon 
, the ihheritance of the savings of the past, which are now re- 
converted into the fqrm of immediate commodities to meet the 
I actual ndeds, in yiew of which they have been specifically put 
a$dde. That new saving will take place cannot ^be doubted, but 
it may be doubted if it will take place in sufficient quantity to 
replace as capital that which is withdrawn. 

; {^ith, regard to this, certain considerations present themselves 
- ^ dealt with under two headings. 
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In the first place, there are considerations which touch 
directly the point at issue. 

Firstly, in this connection it may be questioned whether 
provision made by the two methods already sketched is in view 
of the same needs and embodies itself in equal satisfactions. In 
the one case a series of different wants extending over a specific 
number of years is provided for; but, in the other case, while 
equal provision is made for these, there remains over the total 
sum at the end of the period. But if this bo so, the two cases 
are not analogous. Either certain possible satisfactions have 
been operating as incentives to saving in the latter case, or else, 
if not, a singularly foolish and uneconomical method has been 
adopted, those who save effecting provision for needs which they 
do not feel or anticipate. To put the cases on a level, it must 
be assumed that in each case provision is made for the same 
quantity of satisfactions and for no more. But if this be done, it 
seems clear that greater accumulations will be required in a system 
without interest than in a system with inteixist. Of courvse, it 
is not denied that long usage of a particular method, may lead 
to the practical subordination of these further or, so ta speak, 
incidental ends, so that they rest in many instances as uncon- 
scions results, or sexist in others as sub-conscious incentives; but 
illusions of this kind arc not a ver}^ stable basis. Indeed, it is 
quite clear that in many cases the bubble has beetr pricked. On 
the other hand, if these incidental satisfactions, which are secured 
by the survival of the total accumulation after the more imme- 
diate advantages definitely anticipated have been satisfied, are 
real and at all substantial, some effort will be made to provide 
for them, even if a method of saving be adopted which does not 
involve them so simply. Such provision, however, will neces- 
sitate greater accumulation than has previously been the case, 
and hence the provision of a new amount of capital which would 
go far to compensate or even more than compensate for the 
gradual withdrawals which take place. 

It will not do, however, to overlook the possibility that post- 
ponement may suffer because of the less result ensuing. But 
this is a feature which takes place with every mduction in interest, 
though no doubt particularly accentuated here. For the present 
it may be reserved, with this remark, that it depends on the 
degree of apprehension and anxiety as to the future. If that be 
great, it seems difficult to assume that further savings would not 
be made, should such be necessary to the end in view. 

Secondly, one general difference between the two methods 
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under review requires to be noted. In the case wh<ire interest 
exists, the uncertainty ’^hich attends on the wants of the future 
is naturally and simply provided for. If life be prolonged, the 
income from interest still continues. But in the other case it 
would seem probable that, in many instances, at any rate, some 
species of insurance will be required. Possibly, if the period 
over* which consumption of the corpus is to be spread extend 
over sixty or seventy years, insurance would not bo necessary ; 
but it may be assumed that even then in some instances insurance 
will be adopted. If this be so, a definite diminution in the 
amount saved would seem probable, since provision by insurance 
for contingencies requires a smaller amount of accumulation than 
when provision is made separately by each individual. Still, 
after aft, two things rhust be remembered. Insurance under a 
system of interest requires a smaller anio\mt of accumulation 
than if there be no interest, granted that the ends contemplated 
be the same. Again, even under existing conditions insurance 
is an increasing n)eans of providing for the future. During the 
last few years a great development has taken place in the benefits 
offered,.iK)licies providing for annuities and lump sums on death 
prior to thg date of such*^ annuities enabling provision to 
be made by the same act for various possible heeds. From all 
accounts a considerable increase in this method of providing for 

'the future hais occurred. With this in view, the efi'cct of a 
system of saving without interest would be to accelerate rather 
than to occasion the adoption of insurance, while at the same 
time, owing to it, a larger accumulation of wealth would bo 
required than were interest in existence, granted, of course, that 
provision be made for approximately the same needs. 

With regard to the difference between the two systems, one 
thing must be added. ]f insurance bo involved, the great 
advantage of the interest-bearing system in early times is 
obvious. The uncertainty besettihg the future until definitely 
calculated could not be provided against exce})t by permanent 
annual income. Only with the growth of accuracy, both in the 

• actual appreciation of specific wants and in the estimate of their 
probability, can any other system bear comparison with it. Even 

. so, it is clearly open to discussion whether any other system, care- 
fully elaborated though it may* be, can offer a m^ijans of provision 

* so far-readhing in the objects combined and so -satisfactory from 
the standpoint, of permanence. But this point, like that men- 
tioned above, may stand over for the time. 

lurthe second place, we must turn to the consequences ensuing 
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from a syptem under which the burden of providing for future 
wants would be imposed mainly upon the generation concerned. 

Firstly, one result of such a change would be a considerable 
increase in the industrial efficiency of a class which is mow 
largely supported by wealth saved by others and inherited from 
them. There would be more productive labour. Though this 
has no direct concern with saving, in one way it may ajBRjct it 
indirectly through the general increase taking place in the pro- 
duction of the community. For a time no doubt there would be 
even 'greater competition for capital, but with the growing power 
of the community itself a larger revenue would accrue, out of 
which savings might be made, if only the need for them by an 
appreciation of the wants of the future be adequately realised. 
Ultimate results such as this may possibly be deemed too hypo- 
thetical to be taken into account in this narrower consideration. 
It is •well, however, to notice them, and to remember that so far 

* j 

as this aspect is concerned the absence of interest would have 
advantageous rather than detrimental results. 

Secondly, the consequences on saving of a greater distribution 
of wealth among those in receipt of wages, salaries, and all forms 
of direct earnings must be borne,, in view. The^ reduction or 
the withdrawal of interest will be accompanied by an increase in 
the direct earnings of those engaged in work, including under 
this all payments made for personal service. It is difficult to* 
determine how far this would affect saving, just because the 
grounds for an estimate as to the classes contributing to saving 
even in the past and present seem wanting. But if it is 
difficult to determine at all certainly the classes which* given 
their wealth, contribute proportionally the most to the capital 
of the country at the present time, it is far more difficult to say 
what classes would contribute the most under a new order of 
things. Probably the general result would be for a wide distri- 
bution among the popxilation, with a consequent rise in the 
earnings of the less well off’ classes out of proportion to those 
of the more highly paid few. According to generally accepted 
statistical estimates, this has been a feature, so far as this country, 
is concerned, of the last half-century or so; but if this has been 
so, it has not had any detrimental effect upon accumulation. That, 
has grown. So^far as it goes, it would seem fair to conclude that 
an alteration in distribution would be unattended by detrimental • 
effects upon saving. Possibly it might be safe to, go further and 
to substitute a more positive conclusion. 

Thirdly, a more definite result would seem to be the prev^ention 
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of a good deal of the waste of past savings which now takes place. 
Though the main object of this paper ^is to investigate the 
influence on saving of a particular system, it must be remembered 
that ihe suggested defect in this system is not that saving would 
not exist, but that the amount saved would be converted to the 
satisfaction of the wants of those who have saved it. Conse- 
quently it is by no means impertinent to inquire *how far some 
process of gradual and wasteful attrition takes place at the present 
time. Here again so far as quantities are concerned we are 
involved in surmises, and no estimate is possible. But so far as 
the main matter is concerned there is little room for doubt. 
Unfortunately not only is the capital sum' thus withdrawn from 
use, but it is often wastefully withdrawn, and when this occurs 
usually by those who frre the least likely persons ip the world 
to assist in its replacement. Now under the one system with> 
drawal froiri capital use for consumption use takes place in 
normal course, and is met' equally normally by replacement. 
Even were it proved that a somewhat smaller amount would at 
any given tinie be in capital use, savings would be applied to 
the satisfaclfion of definite wants for which specific provision is 
required, and replacement woujd take place systematically. Over 
againsl; this we must reckon what occurs at present time, 
when the sum saved is withdrawn, being either through extrava- 
gance or carelessness applied to anything but wants specifically 
in view when provision was made, and without any probability 
of concurrent replacement. Putting aside the nature of the con- 
sumption, whether wasteful or extravagant — which, after all, is 
beside' the mark so far as the present inquiry is concerned — there 
remains withdrawal without replacement, a process which un- 
doubtedly tends to a diminution of the active productive capital 
of the country. This occurs at the bauds not, as a rule, of those 
who have saved, who after all have some object in view during 
their calculated abstention, but at the hands of those who inherit, 
who, it is suggested, think of anything rather than subsequent 
replacement. 

. It fnust, however, be remembered that this would not take 
place in a society, wejre all persons, those who inherit savings 
equally with those who inherit nothing but personal qualities, 
compelled to work; but it seems undoubted that inherited 
wealth as an institution tends somewhat in the opposite direction, 
and under its regime we may expect in consequence a certain 
amount of withdrawal to occur. The only question is how this, 
occurring as it does without replacement, stands as co??ipared 
with any alleged diminution due to a system of continuous con- 
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sumption use of the sum saved, accompanied as that is by 
systematic replacement. ^ 

Under the foregoing headings certain considerations have 
been*adduced with the object of showing that the suggestion that 
under a system of saving without interest there would be less 
capital at the disposal of a community is less certain than it may 
seem at first sight ; that on the contrary and owing \o the 
action of forces, some indeed problematic but some very fairly 
certain, the very opposite may take place ; that under certain 
concJfitions the impulse to save may be enforced and new oppor- 
tunities for accumulation may be occasioned, while at the same 
time a definite and uncom})ensated withdrawal from use may 
be avoided. But much of what has been said on these points 
depends on^ matters which after mention* were reserved \or fuller 
discussion. Before turning to theses the case may be restated. 

The assumption that under a system with interest sa-ving 
would result in a largcT ])roviaion of cai>ital than if there were 
no inti^rest appears initially to be tenable only if the existence 
of the capital sum at the emd of the period saved for, or after 
the range of satisfactions sought and attained, is ignored. Its 
possession a?id continuance after- these has eithei; served^ as an 
incentive, in \<'hich case a like incentive under the alternative 
system might result in more accumulation, or is a mere incident 
W'ithout stimulus or result, in which case it may be assumed 
the increase of intelligence wall lead to the consumption of capital 
as well as jnti'rest within the jxjriod or area covered by anticipa- 
tion, But in this case saving, if it fulfil the same purpose, will 
result in a larger provision of capital when there is no interest 
than when such is paid. Again, the very alteration in method 
to which attention is directed develops conditions likely to be 
favourable rather than unfavourable to the supply of such capital. 

But this, if put otherwdse than tentatively, assumes certain 
conclusions in respect of these questions. 

First of all, custom at any rate lends some warrant to the 
view that under existing circumstances the survival of the total 
sum sot aside may itself be an object so long as it be linked with 
the possibility of some not inadequate personal benefit ; but that 
if severed from such it would cease to stimulate postpQnernent. 
Pride and a species of indefinite- apprehension have invested the 
capital as distinct from the income wdth sanctity. Despite the 
fact that in many cases living on capital is the most sensible 
thing to do, prudent people shrink from such a course. Nor is 
their intention likely to be attacked by the younger geRfCration 
surrounding them. 
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Again, there is the undoubted fact that the existence of 
interest enables a given amount of saving to, achieve greater satis- 
factions, a feature which 'presents itself in this instance just as 
it doQs when a rise in the rate is contemplated. The position 
is a perfectly simple one. Granted an increase without effort in 
the amount saved, what, it may be asked, will be the result? 
This has been discussed elsewhere so far as alterations in the 
rate of interest are concerned. Here the form is different, but the 
principle the same. It is a case of eating the cake and yet having 
it, no doubt much pleasanter in many ways ; but the only point 
to bo considered in this connection is whether this possibility 
leads* to a larger or a smaller cake. In both instances it must 
be remembered there is a comparison to be made as between the 
present And the future, .and, on the whole, what is required in 
the future depends on what is being enjoyed in the present. The 
mere fact that it is more agreeable to save when something is 
done to transform what is saved into some larger sum does not 
dcitermine the rnafter, since it is quite possible that the ultimate 
result will be something more in the present, and so a less 
provision^ of. productive capital. After all, people do not spend 
their lives saving as much as they can, but as much as they are 
willing to spare from the present, and the standard of present 
w^ants is fairly elastic. On the other hand, it is equally true that 
given the degree of apprehension and antici 2 >ation existing at 
the time, saving must be made to seem worth while. 

Thirdly, however, when the i>osition which would occur in 
the absence of interest is discussed, a special turn is given to the 
matters •considered above. Under early conditions, and possibly 
under conditions ])revailing in some instances at the present time, 
an interest-bearing system offers particular guarantees alike as 
to permanence, and so security, and as to the |K>ssibiIity of com- 
bining a large reserve against special contingencies with an 
annual income till such be needed, or in its continued absence. 
Before the develox>ment of insurance, and espc,^cially of the more 
varied methods to which allusion has been made, tbe superiority 
pf such a system could not be contested ; and even now in some 
respects it continues to offer special advantages, and so to present 
to some the best means of effecting provision sufficiently adapted 
to their circumstances to tempt them to save. In some instances, 
.on the other hand, the absence’ of interest will tSnd to increase 
the amount accumulated. 

The considerations suggested in these last paragraphs, though 
they may modify the conclusions previously stated so far as their 
immediate applicability is concerned, do not invalidate them. It 
No. 69. — VOL. XVIII. • n 
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may be true that unreasoned prejudice still leads to the desire 
to die possessed of a fortune, be it large or small, and so to * 
achieve an exit from the world irradiaT;ed by a thrifty splendour ; 
but. there are signs that this is less forcible than it once was. 
It is also true that the more elaborate methods of insurance are 
of comparative recent date ; but there is every sign that insur- 
ance for the various needs of the future is continually more 
resorted to. The point at issue is not whether at the present 
moment interest is influential in securing a larger provision of 
capital than would otherwise be in use, but whether, taking things 
as they are and tendencies as they present themselves, it is 
essential for %uch a purpose. This does not seem to be the case. . 
At any rate, much more proof is required in support of any such 
position. 

Undoubtedly it might hold good under one set of circumstances, . 
'hamely, if the inheritance of wealth did not hinder the action of 
those who inherit either in work or in the desire ‘to make further 
provision for the future. In this case largelr accumulations of 
wealth to be used as capital would be insured, since with energy in 
labour undiminished the standard of living in thejpresent, and 
so in respect of what is wanted for the future, would Be raised. 

A few worejs as to the general problem of interest wili not be 
out of place. The point raised here and elsewhere is not the 
]X)sition of interest as existing in a competitive society conditioned 
as at present. That is secured, if in no other way, by the circum- 
stances of the demand for capital and the manner in which it is 
distributed among those who use it. Still less is the effeef of 
interest in certain social phases doubted. The question at issue 
is whether interest is or is not essential to accumulation in an age 
keenly alive to the vicissitudes of the future and anxious as to 
what it may bring forth. The auvswer in the affirmative rests 
on two grounds. 

On the one hand there is^ Bohm Bawerk’s theory, which treats 
interest as necessary , because it adds enough to make the prospect 
of future enjoyment equal to that foregone or postponed. The 
conception is individualistic. The future is emphasised to incite the 
individual to save. On the other hand, we have the view now 
un4®^ consideration which treats the ma'tter from the point of 
vieV of the community rather than of the individual. The ne^d 
^ is not so much of leading the individual to postpone as of securing 
that provision lor the future be made in one rather than another 
way. 

Now with regard to the first it is recognised by many, as 
inde^d^by Bohm Bawerk, that given a certain degree of ^anxiety 
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interest might not be required. But there are certain factors 
which have been inadequately recognised, if indeed recognised at 
all.‘ One is the difference of motive among those saving; the 
othef, the restriction placed upon the amount required in the 
future by the present standard. 

With regard to the second ground, i-he considerations raised 
in this paper must bo taken into account. They are wider tlian 
those previously dealt with ; but then the i)osition is itself less 
defined, affecting, as it does,, the general advantage of the com- 
munity rather than the specific inducements required to inalte an 
individual realise the future. 

In conclusion, the factors which umlerlie the problem of 
saving, and so affect interest, may be enumerated. The follow- 
ing considerations appear to be permanent : — 

(а) Postponement is determined by a comparison betw^etfi 

present and future satisfactions. • 

(б) The \^ants to be satisfied in the future are in the main 
determined by those satisfied under the present standard of 
living.. 

ic) •Future wants are not capable of indefinite postpone- 
ment, the anticipation ot the future being conditioned by 
tlic duration of life. • 

(d) The possibility of -complete provision is in many cases 
necessary <o induce saving. 

(e) The motives of saving arc not uniform, and so not 
subject to the same laws. 

But operating among these conditions there are other factors 
or influences which may be termed variable, altering with time, 
and so exerting greater or less effect as the case may be. Such 
are : — 

1. The degree of anxiety or apprehension as to the future. 

2. The desire for the possession of a lump sum of wealth 
in itself, and apart from consieferations of its definite use. 

3. The growth of insurance, which is independent of 
interest. 

Taking account of these, it would seem obvious that the pro- 
blem of saving and interest, so far from being statical, is essentially 
‘dynamical. With different phases of society different methods 
of providing for the future present themselves. What is wanted 
most is not a history of the theories held about interest or saving; 
but a history of these as they have presented themselves in the 
past and operated under different conditions. 

^ E. C. K* Gotobr 

E 2 



LAWS OF TNCBEASING AND DECKEASING EETUENS 
" IN PEODUCTION AND CONSOMPTION. 

The distinction between economic laws grounded upon 
reasoning from fundamental data, which relate to abstractions, 
and those dependent upon observation bf the general course of 
events, w'hich relate more directly to actual affairs, is commonly 
recognised. For convenience I shall term the first “formal” 
or “abstract” laws, and the latter “material” or “realistic ” 
laws. We shall be concerned here only with the former.* I 
suggest that the terms “formal law of increasing returns” and 
“ formal law of decreasing returns” should be applied, in their 
relation to production, to universal statements regarding the 
effect upon quantity of output of variations in the quantity and 
arrangements of agents or factors, apart from the influence of 
facts connected with the supply of agents and variations of the 
ratio between the several qualities of each. Any laws purely of 
production must, of course, refer to the output measured in kind 
and not in money. The value of the product is a function also 
of demand, and a law purely of production must be true inde- 
pendently of laws of demand. The generalisations sought arc 
intended to be static, in the sense that their truth is not dependent 
upon progress in knowledge or invention. Interesting dynamic 
uniformities could be formulated, but these are not our present 
objective. *■ 

I shall now attempt to assign a precise meaning to the “formal 
law of increasing returns.” It will be generally agreed, or at 

^ The latter, of course, cannot partake of universality in the same degree as th{^ 
former, which by abstraction rule out disturbing factors. Professor Marshall, 
following English tradition, understands by the “ laws of increasing anjd diminishing 
returns’* realistic uniformities. Thus he writes (pp. 318>9, Principle?, 6th Ed.), 
“We say broadly, that while the part which nature plays in production shows 
a tendency to diminishing return, the part which man plays shows a tendency 
to increasing return. The law of increasing return may be worded thus: An 
increase of capital and labour leads generally to an improved organisation^ which 
increases the efficiency of the work of capital and labour." With those uniformities 
I am not dealing, except in so far as they receive deductive support from more 
fundamental generalisations. 
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least suspected, that the conditions and effects of specialisation lie 
at the root of any such lav^. Specialisation •indicates (1) a restric- 
tion of the purpose to which a given factor is applied, and, -some- 
times, in addition (2) a change undergone by the factor whereby 
it is enabled to perform better its limited function. Even if the 
agent is not adapted to its end by alteration of j.ts character, 
economy may result (a) from the closer correspondence between 
capacity in the agent and its task, which is rendered possible by 
restriction of the offices of each agent (it being supposed Jihat 
differences exist between the units, or some of them, of each 
group of factors) ; or (6) from some saving of the time spent in 
agents periodically changing from one task to another. From 
these copsidcrations it would appear that the following statement 
is universally true, though actually in some cases the gain from 
the greater specialisation might be insignificant : — 27ic great<^r 
the degree of spccialimtion within a class of factors the greater 
is the efficiency of the class, other things being egual. Another 
uniformity may also bo affirmed, namely, that as the quantity of 
a factor in ^production is increased its productive potoer per unit 
tends to be faised — owing to the wider scope offered for sfK'cialism. 

By deduction from these 4'nndamental truths we may now 
proceed to formulate the law of which we are in search. Evidently, 
were no further specialisation to result from the all-round propor- 
tionate enlargement of a group of factors engaged in turning out 
a given product, the product would increase at the same rate as 
the factors. This would merely be a case of reduplicating existing 
productive systems, and identical causes have identical effects. 
But, since every multiplication of factors broadens the scope for 
specialism, w-e may affirm what I should propose to call the 
formal law of increasing returns,^ that if factors in production be 
proportionately increased by successive increments the correspond- 
ing marginal outputs will tend to rise? 

• 

^ I use increasing and decreasing returns in the sense given to them by Prof. 
Edgeworth in Economic Journal, Vol. ix., p. 294. 

^ 2 Tlia objection might bo raised that at some stage the greater complexity of 

arrangement entailed by increased specialism might stop further speoialism, and 
that therefore constant refriirns might bo reached, though decreasing returns 
never could bo. To this contention it would seem to bo an adequate response that, 
inasmuch as ex kypotUesi the quantity of all factors is added to, more speoialism could 
always bo secured without greater complexity per unit of organising power resulting. 
‘Further, the consequent specialisation of the organising po^or would raise its 
efficiency. Howover^ it is of course highly improbable that a proportionate increase 
of all the factors will lead to a larger return than could be procured by any 
ooncelvable disproportion|bte increases involving the same cost, even though it 
assumed that the arrangement of factors was the most economical possible at tbe 
starting point. 
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It is more difficult to frame a satisfactory uniformity relating 
to decreasing returns. * Decreasing retunns, when re.^arded oathe 
same formal plane as increasing returns, are found tcf be connected 
with certain disproportionate variations of the facjfors in produc- 
tion but not with all disproportionate variations. If of a group 
of factors, a pg^rt (which does not exhaust all the necessary ^ con- 
iftituents of the group) be increased by successive and similar incre- 
ments, any increase of the output must in time take place at a 
decreasing rate, and finally the output must begin to diminish. 
The truth of this statement follows from the fact that after a 
time the scarcity of the necessary factor, or f ictors, kept constant 
would increasingly check the expression ol| the powers of the 
augmented factors, until finally an additio/ial increment wmdd 
prove only •an encumbrance.^ Obviou8ly| increasing potential 
efficiency on the part of the augmented ^^ctors could not indefi- 
nitefy counteract the decreasing returns sf brought' about. How- 
ever, observe that decreasing returns dp not necessarily appear 
at once in the circumstances supposed, as incrciasing returns wwild 
if the same group of factoids were augmcuited piop6rtionately.^ 
First increasing returns might be witruissed : and it is* conceivable 
that, following upon a period of decreavsing returns, increasing 
returns might Sc met with, and even recur after a relapse to 
decreasing returns, before the ultiniTafc stage of dc^creasing returns 
was reached.^ Hence the formal law of decreasing returns must 

^ The word “necessary’' has had to bo introduced, as otherwise a factor which 
could be dispcftised with might be takcu as the constant part, and in this c%s6 
the increase proportionally of the remainder might eventually cause increasing 
returns. 

8 I assume that no factor exists, the use of excessive quantities of which would 
cause no inoonvoniencc. It is understood that part of a factor cannot be ignored. 
(See next note. ) 

3 Actually, specialisation being supposed inoperative, diminishing returns would 
tend to be experienced from the outset, because an employer would put a factor to 
its most serviceable use even if entire neglect of some portion of the other factors 
were involved. Thus Robinson Crusoe would have set Friday to till such an area 
of ground as would have yielded the maximum harvest attainable by Friday’s 
labour. Ho would never have dreamt of making Friday spread his labour evenly 
over the whole island. If ho had made Friday work in this way then the, 
immigration of more Fridays would have resulted in increasing returns for a time, 
apart from the division of labour. In laying down the* formal law we assume that 
Robinson Crusoe must in the first instance try to work the whol^ island. I| 
swarms of Fridays crowded to the island the new-comers would after a time retard 
instead of helping tlioso at work there. 

* Thus, the oosts*of all factors being supposed constant, it is possible that for a’ 
given expenditure there might be several arrangements of agents yielding maxima 
results all of which maxima need not be of the same amount. By ** maxima hero 
I mean results, greater than any attained by making^small variations in any 
direction.'^ from the positions indicated, the total cost being kept constant. 
Variations in any^direction, on the condition of the same total cost being retained, 



1908] . LAWS OP INCREASING AND DECREASING RETURNS 55 

be phrased as follows, if it is desired to keep it complementary 
in form to the formal law^of increasing returns, and to frame it 
so as to express our full knowledge of the conditions of decreasing 
returns : — If of a group of factors, a part (which does not exhaust 
all the necessary constituents of the group) be increased, the 
increase of the output must in time take place at a decreasing 
rate, and finally the output must begin to diminish, but before 
the ultimate stage of decreasing marginal returns is reached ' 
increasing marginal returns may be experienced, or results oscillat- 
ing from increasing to decreasing marginal returns. 

II. 

I propose next by analysis of the actual production of com- 
modities to elicit its forms with a view' to determining •the unitary 
factors in the several fields w'hcrein the laws of increasing and 
decreasing returns are in operation. In all production of com- 
modities, the agents (of wdiich there must be more than one, for 
there must bo at least labour and material or land) tend to be 
united in a hierarchy of systems. We ma^^ distinguish : — 

Systems of the First Order. — These are individual businesses, 
whetlTC3r manufacturing or agricultural, or of other kinds. 
Usually in manufacturing each business means one factory, but 
it may include more than one. Some businesses comprising more 
than one factory arc not readily classified. To meet the difficulty 
systems of sub-oixhu's might be admitted ; but here I pretend only 
ta sketch. In a highly differentiated community it* is exceed: 
ingly probable that several forms will co-exist among systems of 
the first order producing the same thing. Each will indicate a 
position of stable equilibrium. ‘ 

Now it is clear, from the exposition already given of the formal 
laws of increasing and decreasing returns, that if any part 
(which does not exhaust the necesgary constituents) of a system 
of the first order be continuously augmented, the product will 
be obtained at some stage at a decreasing rate. Purther, it is 
.clear ihat the same effect must ultimately succeed the continuous 

would meet at first with decreasing returns, though they might occasion eventually 
increasing returns for a time. 

^ There cannot, therefore, bo any oontinuous mutation of one such form into 
another. Any system could only pass continuously into another? through an avenue 
• of losses which would at first expand and then contract. More advantageous 
systems are approached only through fundamental reconstructions and then realised 
in detail by the operation of the law of substitution, the proportions of factors being 
varied till their marginal worths in relation to cost are equal. Other things 
remaiivng the same, the more advantageous system once reached tends to supplant 
the less advantageous, ^ 



56 


THE BOONOMIO JOUBNAL 


[mabch 


all-round expansion of a system of the first order (the growth 
proportionately of an individual business, including material, 
&c. , used) , on the assumption that the employer is strictly neces- 
sary/for there would be limitation of the directing power. If the 
employer is not to be regarded as strictly necessary, then it can 
be deduced from our formula that though the ultimate effect would 
tend to bo increasing returns, the penultimate would be decreasing 
’returns. At the |X)int of divergence the efi'ect of the employer 
would be zero.^ 

Systems of the Second Order. — These are constituted of the 
many businesses of various kinds (systems of the first order) 
concerned in the production of some one commodity. “ It is 
evident that a system of the second order is not self-contained 
within defined boundaries. It is frequently compounded of many 
V industries/’ as that term is commonly used, and of jx^rtions of 
others. Industries overlap, parts of one subserving another~pig 
iron, for instance, is utilised for other objects than steel rails. 
A system of the second ordc^r may be a higlily complicated arrange- 
ment of specialised industrial businesses link(ui together by com- 
mercial connections. Two broadly distinguishable types may be 
contrasted : (a) the one wherein •ai commodity is ,paRS('d on by 
purchase to umlergo tlie next finishing process; (b) the other 
wherein a central business contracts with other and different 
businesses to perform processes ujxm its goods. Actually in most 
cases the two types are found intenningled. Let th(j industrial 
processes involved in the production of a commodity X be A, B, 
and C ; let dealing functions, with reference to the buying or 
selling of either commodities or services, be indicated by small 
letters, and the commercial connections with tlie providers of’ 
raw material on the one hand and consumers on the other hand 
be omitted ; and let the independence of a business be indicated 
by brackets : then, evidently, in both contrasted types the business 
units of the system must be ofie in kind of the form, (A, B, C) ; or 

^ Those laws are true, of course, whether at the starting point the arrangement 
of factors was in position of equilibrium or not. It being assumed that the 
starting point is such a position of equilibrium, it does not follow tfiat the* 
decreasing returns which refer to the relation between quantity of output and 
quantitative variations of the factors would operate at once, though the decreasing 
returns which refer to the relation between costs of production and* value of 
output would theoretically operate at once.. The position of equilibrium is reaclmd 
by balancing value of product against cost of attaining it, as already stated. 

2 “ Processes ” wduld naturally be thought of as the next highest units to those 
recognised in systems of the first order, but the admission of this step in the 
productive hierarchy had better be withheld in a general treatment because (u) 
processes'* are not easily defined, and (b) their separate recognition as uniif raises 
no distinq^ problems. 
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three in kind of forms, (A, a), (b, B, b'),^ (c, C) ; or five in kind 
of forms, (A), (a, b), {B)% (b% c), (C) ; or must consist in certain 
variations between these forms. That is, in so far as specialism 
in the system takes place by processes, commercial functions may 
specialise as distinct businesses, or they may remain as wings of 
the manufacturing busiiK^sses. The same analjisis might be 
applied to the relations of a business with the sellers of material, 
plant, &c., and with customers; and, of course, the commercial 
ties, binding any industrial business with the whole of whiebijt is 
a, part, may be many. 

JVith regard to the formal laws of increasing and decreasing 
returns, “businesses” may be taken as the unitary factors in 
these sj^stems of the second order. Evidently dccj*easing returns 
ultimately result, subje ct to the conditions laid down above, not 
only from a continuous partial increase of factors within a busi- 
ness, but also from a continuous partial increase of factors 
(business) within- systems of the second oi’der.^ Thus, if busi- 
nesses were added to the spinning branch of the cotton industry, 
other parts'being k(‘pt constant, the increase of the product of the 
manufacturing branch w'ould take place ultimately at a diminish- 
ing rjite. The gain derived Yrom the grcattT sjKJcialisation of 
spinning businesses wxmld be countcTaeted at some stage by the 
diminishing utility of spinniifg to the industry as a whole, apart 
from this specialism. But increasing returns would tend to 
result from expansion of the industry as a whole ; that is to say, if 
the numbers of businesses of all kinds involved in a system of the 
second order wore proportionately raised, the juoduct would tend 
to advance at an increasing rate in the long run.**^ At first the 
rule would be constant returns because the in tenser specialisation 
of businesses is only brought about very slowly. 

It might be thought necessary for logical completeness to intro- 
duce here the conception of all the industries of the community 
as a system of the third order, and*if “ industry ” be understood 
in the ordinary sense of the term it would be necessary because 
industries are systematically related to one another for the produc- 
•tion of certain articles. According to our terminology here, how- 
ever, industries so related form a system of the second order. 

y I shall ignore here the distinction, -as regards effects, between local and world- 
,wide expansions of an industry with world-wide markets, which I have already 
discussed to some extent in this Journal, vol. xv., p. 191 et seq, 

^ The assumption is made, the reader is reminded, that recourse to a lower 
quality of factors is not entailed. The chance of the quality of some factors falling 
off, however, is far from being negligible in industries needing in thmr factors 
peculiar qualities supplies of which are limited, ^ 
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Industries making different things do not constitute a system at 
all on the side of production alone, as production ** has been 
used in this article. They become a system in relation to con- 
sumption and supplies of natural agents, because all draw Upon 
these natural agents and all produce to satisfy human demands, 
and all arc rivals, therefore, directly or indirectly, in securing 
natural agents and disposing of their products. 

III. 

Transferring our attention to the problem of consumption, we 
observe that consumption is organised in systems analogous to 
those of pi’oduction. Commodities and services are produced by 
organised systems of factors, and commodities are demanded 
grouped in the systematic wholes wdiich constitute the standards 
of life of ])crsonB. The latter we may call systems o f consumption 
of the first order, A system of consumption of^ the second order 
would be compounded of these, comprising the consumption- 
schemes of ]>(Tsons brought directly or indirectly into, touch with 
one another as consumers. Evidently the systems of. the second 
order in consumption ani overlapping like systems^ of the same 
order in production. Our problem is concerned with the relations 
between proportionate and disproportionate variations of these 
systems and the satisfaction derived from consumption. 

Does the fundamental law of speeialisn) apply? Clearly it 
does as regards commodities and services in systems of the first 
order — and oven as regards systems of the first order in a system of 
the second order in a limited degree, as we shall observe in the 
concluding paragraph— if commodities be generalised as factors 
were generalised when we dealt with production. If, for instance, 
a person can afford to have only one chair, it will be chosen to serve 
best in general the purposes of rest, meals, and work ; but, if he 
can afford two, they will not be tlxe same but specialised, one, 
say, as an easy chair and one as a straight-backed chair, and for 
a special purpose a chair specialised to that purpose will produce 
more satisfaction than the compromise chair. Again, it i§ only, 
when his income has passed a certain limit that a person finds it 
economical to acquire the conveniences, over and above those 
afforded by hired conveyances, involved in keeping, a private 
carriage ; just as certain highly specialised machinery does not. 
become economical to an employer until his business has attained 
a certain size. 

Sy^ems of the first order are identical in consumption and 
production in 4hat every system of either group has reference to 
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a supposed quantitatively invariable individual, the consumer 
in the one case and the employer in the other. We may at once 
declare that continuous quantitative variations, v^hether of the 
part *or the whole, of systems of consumption of the first order 
must result at some stage in decreasing marginal satisfactions, 
and finally in a shrinkage of total satisfaction, on the under- 
standing (analogous to the assumption made above that no incor-. 
porated agent in production must be ignored) that every com- 
modity or service acquired must be consumed. This may be taljen 
as the full meaning of the law of diminishing utility. 

On examining systems of the higher order in consumption we 
discover that although the organic connections between their 
parts (systems of the ^first order), which enable the law of 
Bjtecialism to be predicated, arc less than in productive systems 
of the second order, they exist, nevertheless, to some extent. One 
instance occurs in relation to “public goods,” which can be pro- 
vided only when the lommunity on a particular sjx)t has reached a 
certain magnitude. Examplcsof such “ public goods” are parks, 
libraries, thfeatres, street lighting, good and pleasant roads, and 
conveniences in the sup))ly of water and illumination provided 
for houses. Again, from a laVge volume of commodities each 
person will get more exactly what he or she wants, and in conse- 
quence more satisfaction, thauT from a small volume of commodi- 
ties. Hence the law of increasing returns is true of systems of 
the higher order. Add jrroportionatcly to all the classes in the 
community, then (both the means of each person to satisfy wants 
and schemes of consumption being taken as constant) the total 
satisfaction of the community will tend to rise at an increasing 
rate. It docs not appear, how'ever, that decreasing returns must 
accompany expansion of systems of consumption of the second order 
which takes place solely by augmentation of qualitatively distinct 
branches of those systems, because such branches are subsidiary to 
one another only in a strictly limited degree. When two com- 
modities, or two qualities of one commodity, are produced jointly, 
and ope is consumed by one class and the other by another class, 
the growth of the one class only in the community (schemes of 
consumption and power to get goods being taken as constant in 
each claiss) would no doubt necessitate decreasing returns of satis- 
faction ultimately, w'ere it not for the counteractifig influence of 
increasing returns in satisfaction associated witti the growing 
class. There might, and there might not, be decreasing returns. 
We are taking no account, observe, of the effi'cts of a growing 
populStion upon productive power, S. J. CH.ii^AN 
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West Ham. A Study in Social and Industrial Problems, being 
the Report of the Outer London Inquiry Committee. Com- 
piled by Edward G. ITowartb and Mona Wilson. Pp. ix-t- 

.423. (London : J. M. Dent and Co.) Price 6s. net.. 

• # 

The winter of J 904-5 will be ever romarkabic for the discovery 
of West Ham by the general public. Before that date fhe name 
of West Hiim, if it was known at all, was vaguely known as that of 
a spot somewhere near T/ondon to which j)eo])l(^ went*wi4h reluct- 
ance if they had business there, “and from which- they returned 
with joy as soon as the business was over. Though among the 
dozen largest towns in the Unite'd Kingdom, it lay silent and 
unnoticed in a corner bounded by the rivers Thames and Lea! 
But in the winter of 1904-5 it became articulate, and its voice 
reached th^ civilised places of the land. The depression of trade 
culminated in that year; while repeated fogs about Christnlas 
brought work at the docks to a standstill. The acuteness of the 
distress attracted attention ; tidings of the unemployed crept into 
the columns of the daily Press ; relief funds wore opened by sundry 
papers ; eager reporters arrived in hansom cabs loaded with meat 
and grocery tickets, of which they distributed an incredibly large 
number in an incredibly short space of time, and returned home 
at night to spread the fame of their exploits. There arose a 
panic in West Ham ; there arose a panic at that panic in the 
world outside ; and there was all the chaos and confusion born of 
such panics. Bnt as the winter passed the distress abated ; West 
Ham began to slip from men’s minds— not to be recalled until 
some new phenomenon should focus upon it again the fierce glare 
of an unhealthy notoriety. 

But the panic of 1904-5 has in this case led to further results ; 
it has led to the present volume. A Committee was formed to 
carry ^t a detailed examination of the affairs of West Ham. It 
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contained among its members Canon Barnett, Messrs. A. L. 
Bowley, J. A. Hobson, Mrs. Sidney Webb, the Bight Hon. J. 
Bryce, and other people familiar with methods of investigation 
or with problems of poverty. The lines of the inquiry were laid 
down by the Committee, and the detailed work was carried out 
by the two persons whose names appear on the title -page. “ The 
object has been to single out for investigation those conditions, 
which were most likely to exhibit features peculiar either to West 
Ham or to extra-metropolitan areas generally. Other questions, 
however important in their bearing on the lives of the industrial 
clasps, have been considered to fall outside the scope of this 
report. While the aim of the Committee was thus limited, it 
has withjn these limits completed an inquiry which, for the wealth 
of detail and the mass of statistics contained, has never^refore been 
equalled in the many studies of the conditions of a town. It telfs 
uaol things not only as they arc now, but as they were in preced- 
ing years ; its elabarate tables of rents, of employment at the docks, 
or of pahperisra range over a considerable period. We not only 
see the town in its present state, but also watch the general trend 
of events. It is only possible here to touch on a few of the most 
salienj points.. • 

In the year 1851 the population of West Ham was 18,817 ; in 
the year 1901 it had risen to 267,358. A town of over a quarter 
Of a million inhabitants had, practically speaking, been called 
into existence within the brief space of half a century. The 
numbers are still increasing; oven in the last decade 62,455 
pel-sons were added. It presented a matchless field for the 
energies of the speculative builder, and building sixiculation ran 
wild and unregulated. For the greater portion of the time the 
building regulations were few and not properly enforced. Land- 
owneis were eager to reap the rich harvest of rising values and 
parted readily with their estates, lending money to small builders 
or sometimes going into partnership with them. Houses were 
sold as soon as completed, and the purchase money served for 
furthOT enterprises. A curious and instructive chapter explains 
in detail the method followed and its evil consequences. West 
Ham rests upon what was once marsh land, and a large portion is 
below the river level. No rules required concrete foundations ; 
and in certain parts visited the houses appeared "to be aiuVin g 
into the marsh on which they stood. Over nearly the whole of 
the fifty years the number of persons per house steadily rose; 
and in the last decade “the borough is one of the eight places 
in England and Wales where the number of persons per inhabited 
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house has increased.’* Almost one-half of the population was 
housed in tenements of less than five r^oms. Not only was there 
overcrowding, bad building, and a lack of open spaces, there was 
also a curious product of speculation — the derelict house.. The 
builder would fail and the mortgagee foreclose, but, unable to get 
th(^ necessary price and anwdlling to spend money on the pro- 
, party of another, took what rent he could without doing anything 
in the way of repairs. The condition of the house fell from bad 
to worse ; and its sorry appearance gave an evil character to the 
whole street. The following is a description of one of these 
streets : — 

• c 

In street A many of the houses were closed, and their doors and 
windows boarded up. In some cases half the house was Jet, while 
Jbhe other half was empty, and in a state of complete dilapidation. 
The paper and plaster of some were peeling off the walls and ceilings, 
and the kitchen ranges were broken. At the tipic of our \;isit 
the palings separating the yards behind from tfie yards of the next 
street had boon removed, presumably for firewood, so that instead 
of yards and gardens, a large neglected open space lay between the 
two streets. Several of these houses were for sale. The notice 
advertised them as Well let weel^ly property in excellent condition 
and all in good repair. ” “ . 

This picture of a town growing up without control, without 
time to develop a proper government, or even to realise what wjis 
happening, is not only a lamentable spectacle of waste and 
ueglect, it is also a warning. For something of the same kind 
is even now^ going on in districts round the outskirts of LonSon 
and other great towns. Beyond the domains of most large cities 
are areas once rural, but now l>ecoining rapidly urbanised. Lying 
outside the building regulations, but within easy reach of the 
business quarters, thc^y afford an irresistible attraction to the 
speculative builder. Those lines of trim villas of to-day the train 
passes before it reaches the towm proper are the slums of to- 
morrow. With the increase of population the poor are thrust 
over the borders of the town, and villadom, viewing their advent 
with horror, flies to new villas further afield, leaving the otd 
villas, already showing signs of their hasty construction, to be 
occupied by two or three families. So the process continues, and 
will continue'^until some authority is entrusted with large powers 
of regulating the expansion of cities beyond their own borders.* 
From a purely economic standpoint the most interesting^ por- 
tion of the part of the volume devoted to housing is to be found • 
in th^ elaborate tables and charts of rents. Immense pains have 
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been given to the task of making these as complete as possible. 
The figures have been objiained by an examination of the weekly 
rent-books of various house-agents, and stretch from 1888 to 1905. 
Bent and arrears arc both noted and compared. The num'ber of 
observations “is so large, representing altogether about one- 
cighth of the cottage property in West Ham, that, the numbers 
arc believed to be a fair sample.’’ They should, therefore, throw 
considerable light upon the effect of rates upon rent. “ The varia- 
tion in rents is from 7.v. 2d. in 1888 to a maximum of 8s. dd^^in 
1903, with a minimum of fis. 9d., which was most marked in 
1891. Kents appear to have fallen considerably since 1903. 
During the same period the rates have almost doubled, moving 
from 5s. Sd. to 10s. 8d. in the pound.’’ It must be borne in mind, 
though \he fact is stated only in an obscure footnote, that the 
figures for the rent include the rates. * 

If individual years are selected, it is possible to discover ^ort 
periods when rent and rates rose or fell together, though the 
variation in the latter is out of all proportion to the variation in 
the former.. But these are few ; and so far as West Ham is con- 
cerned, there appears no connection between rises in rates and 
corresponding^ rises in rents. Nor is there any clear evidence to 
show ’that the high rates affected the raanufactifters. “Of the 
rumours concerning manufacturers who were leaving the district 
on account of the rates, only one or two bore investigation, as 
the question of rates was not usually the determining considera- 
tion.” 

• The second portion of the volume is devoted to a study of the 
industries of West Ham. “ The main industrial problem was 
obviously that of casual labour, and the chief sources of casual 
labour, the Victoria and Albert Docks, therefore called for special 
investigation.” Here, again, there are given elaborate tables of 
the number of men employed, stretching over a period of eleven 
years. The possibility of regularising the labour is also con- 
sidered. It is shown that “on an average 69 per cent, of the 
men could have been employed regularly five days a week and 
upwards, 5'5 four days a week, 4'4 three days a week, 4‘6 two 
days a week, 5’8 one day a week, and 207 less than one day a 
week.” The figures indicate the seriousness of the problem of 
casual labour which faces us in .connection with the docks. The 
difficulty could only be met satisfactorily by a general organisation 
of the unskilled labour market. 

Another interesting problem lies in the attempt to discover the 
connection between casual labour and home-work. The invest!- 
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gators met with considerable difficulty in their inquiries. Out of 
294 cases of home-work which were vigited, 142 of the husbands 
were labourers ; while in the remainder a scarcity of employment 
on the part of the man was the most general reason why the 
woman was driven to start some trade in the house. A mass of 
information About the rates of pay and the character of the 
, industry was collected and appears in the volume. 

The last portion of the volume is devoted to a description of 
the work of the Town Council, the Guardians, and the religious 
and philanthropic bodies. Here we are shown that there is no 
ground for the statements about the Socialist rigime at West Ham. 
“ The Labour group’ was supreme for one year only with a 
majority of ten,” and this for a Labour group, split up into sec- 
tions, is net a working majority. As a matter of fact, the com- 
ftiitments, responsible in the main for the rise of rates, occurred 
wh§n there were only six Socialists on the Council. The rise in 
rates was due to two causes : the first and least important cause 
was neglect in the past to undertake the necessary duties of a 
public body ; the second and most important cause wa§ the poverty 
of the town. The value of the house property was small, and 
the calls on it for public services, rfor the Poor Law, and in parti- 
cular for educdftion, were inordinately large. Nothing ex{)res8es 
this truth with more telling force than does a statement of the 
borough accountant. He informed the Council that it would be 
cheaper for the town to buy up the 900 acres of vacant land and 
turn it into playgrounds than allow it to be built upon. Every 
new cottage was a dead loss to the community. We reach here 
the heart of the problem : West Ham is a city of the poor, cast 
out from the rich metropolis and left, with its burden of slums 
and casual labour, forlorn and destitute, to work out its own 
inexorable fate. The present volume does not solve the problem ; 
it indicates, however, the nature and the magnitude of the 
difficulties. * E. A. Beat 

The Children. By Professpr Darroch. Pp. 133. (London ; 

Jack.) li'. * • 

This volume belongs to the ” Social Problems Series.” The 
object of the. series is to throw. light on questions of immediate 
interest by discussing them in a clear and popular manner. The 
subject of education has been entrusted to Professor Parroch, of. 
Edinburgh University. It is, perhaps, a little open^ to doubt 
whethor the author has quite grasped the amazing igboram^ of 
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tlie man-in-the-strcet concerning all affairs connected with schools 
and school management. Some of the earlier chapters, while 
useful and suggestive to the teacher, arc of* rather too technical a 
character for the ordinary reader. The Professor does m general 
say the right things, but he says them in a way not well cal- 
culated to rivet attention. The ratepayer who grasps ^e import- 
ance of drains and trams and parks wants to be toldond told in 
the most elementary manner, just where the schools and real^ 
life come into contact. 

Professor Darroch does indeed in the introduction clea^y 
define the problems education is called on to solve. He tells us 
that. to mitigate the evils of a modern civilisation three things at 
least are necessary. We must stay the drift of children into the 
ranks o^ unskilled labour; “ we must endeavour to secure the 
bettor technical training of the youth during their yearr of appren- 
ticeship ; and we must strive to increase the mobility of labour.*’ 
But in the chpipters that follow, which explain the process 'and 
end of education,, he will probably puzzle the lay reader. He 
tells us that ‘ ‘ in education we have not to do with the develop- 
ment of miwiy powers or faculties, but with the development or 
the ovolutidn of the one power or faculty of reason, and the 
process of development in its g(Jneral nature is always the same in 
kind, viz., the process of systematically building up knowledge 
which shall function in the future determination of conduct.” 
‘Apart from the rather abstract fashion of stating the question, it 
is very doubtful whether the assertion is correct. If it is true, 
we must confess that our schools are a far more disastrous failure 
thkn even their severest critics have ventured to say. For reason 
and knowledge play but a small part in the careers of the majority 
of citizens. If conduct is nine-tenths of life, then nine-tenths of 
that conduct is not detennined by any conscious process of reason- 
ing. Habit and a kind of clumsy intuition are the more usual 
guides. We act in some particular manner because we have been 
in the habit of so acting. Or we Inake our choice because the 
particular sort of choice seems to us just that sort of choice we 
ought to make. This may be due to the result of school training, 
and tliis most likely is the case ; but this school training is not 
to the front ; it is lurking somewhere in the depths of our sub- 
conscious self. Now of habit or of this sub-conscious self Pro- 
fessor Darroch tells us nothing ;• and it is impossible to define the 
l>roces8 of education without taking them into aocount. 

Following these chapters, which might wisely have been 
omitted, come others which deal with practical questions in a 
No.*69.— voti. xviii. p 
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practical manner. “The Eelation of the State to Education,” 
‘'Medical Inspection^’* “ The Feeding of School-Children,” are 
all problems which are much to the front at the present moment. 
The author treats them in a lucid manner, and shows that he 
is familiar with the many diflSculties concerned. The chapters 
on the various types of school and their aims will be useful to 
the teacher.^ Technical education is treated in a fairly complete 
.manner ; but one could have wished that he had not spokeh with 
favour of compulsory evening schools. It is true that these have 
baen tried in Germany ; but it is also true that there are many 
persons who doubt the wisdom of the movement. When a child 
has done a long day’s work in the factory he is hardly in a fit 
state to attend classes after he has returned home, ’^hose 
familiar with conditions in our large towns know well the strain 
attendance* at evening school puts on the children , and would 
view wuth dismay the introduction of the element of compulsion. 
If we want, as we ought to want, to have some qontrol over the 
children as they leave our primary schools, .we must combine 
attendance at continuation classes with a rigid limitation of the 
hours of child-labour. The best course would be to institute a 
new half-time system, extending from the ages of* fourteen to 
eighteen, and to insist that the child should spend half the day in 
some place of education. E. A. Bbav 

The Rate of Interest, By Irving Fisher, Ph.l). (New York ; 

The Macmillan Company, 1907.) 

Everything that Ilr. Irving Fisher writes is distinctive. 
His work has a quality which — alas! — is very rare: that ‘of 
extreme accuracy of expression and exiK)sition. No attempt is 
made to slur over a difficulty ; no pains are spared to make a 
point clear. Critics complain — and with vsome justice — that to 
treat a small fraction of a large subject with great minute- 
ness does not lead to very important results. It cannot be denied 
that in his anxiety to prevent the reader from missing the j)oint 
Dr. Irving Fisher sometimes becomes tedious ; but wffien one 
reflects on the extreme ingenuity which readers have shown in 
misinterpreting economists, this is a good fault. * • 

Stated in the shortest and crudest way, Dr. Irving Fisher 
holds the agio theory of interest in the form that the preferences 
of individuals^* for present over future income depend upon the 
probable size and nature of this future income. He points out 
with great clearness that the rate of interest cannot be deduced 
from the ratio of income from capital to the value of that capital, . 
because the rate of interest is implicitly assumed in ascertaining 
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the value of the capital. For the facts are : — (1) Capital or 
capital wealth is a means^for obtaining inc6me services ; a house 
(capital) provides shelter (income service). (2) These income 
services arc valued under modem conditions in terms of money — 
the shelter given by a house is worth .^50 per annumy (3) The 
capital value of the house is the present value of arvlncome of 
£50 per annum so long as the house is expected to last. To deter- 
mine this present or discounted value implies a knowledge of the* 
rate of interest; thus if interest is 4 per cent., the value of th e^ 
house (assuming that it lasts a very long time) is £2,500: if the 
rate of intci*est is 5 f)er cent, the ca)>ital value will be £2,000. 
Thetate of interest then is not determined by the ratio of income 
value to capital value. Beyond this there is no need to refer 
further ft the criticisms^ made upon various theories of interest, 
with the exc(ipti()n of a criticism contained in Chapter IV. iipoM 
Bohni Bawerk’s theory of technical superiority of present over 
future goods. It is doubtful how far this theory has been held 
by economists ; but* the refutation of this in a very short appendix 
(p. 354) is very forcible. 

The agio .theory, in its crudest form, is based upon the view 
that we prefer a thing in the present to the same thing in thi^ 
future', and that interest is due to this and is, k) fact, as the 
lawyers have put it, compensation for deferred payment. It is 
r^ot difficult to see that in this very crude form the theory is not 
always true. A housewife preserving eggs in the summer 
against the coming winter does not prefer a ^ fresh egg 
in jbhe present to the same egg in the future, for the reason 
that in her judgment eggs will be more plentiful in the 
winter. It is not true in this case either that ‘ ‘ future 
goods are less clearly perceived,” or that “ there is a relative 
scarcity of present goods compared with future goods.” How far 
cases analogous to that stated above are common or rare is 
not easy to determine; if they are common, the basis of Bohm 
Bawerk’s theory is not very stable. Most cases of saving as a 
provision for old age or for a family after death are analogous 
to^the ease of the eggs. The motive for saving is the apprehended 
relative scarcity of future income over present income ; saving 
is very common ; there would be-— there often is— saving without 
a rate of interest. ^ 

. The above criticisms are not made because Dr. Jrving Fisher 
has not seen and stated these points, but because in Chapter IV. 
he treats Bohm Bawerk’s theory with great respect ; it would be 
unjust to consider our author as a mere disciple of the great 
Austrian economist. 

F 2 
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Before coming to the theory of interest expounded in Chapters 
VI., VII., and VIIP. of this book, the question of the effect of 
mone-tary appreciation or depreciation on the rate of interest may 
be briefly mentioned. The fact is obvious — so obvious that any 
student pees the point at once — so obvious that even the business 
man required or gave a different rate according as the loan 
contracts were made on a gold or silver basis— -and yet the older 
economists hardly noticed it and never emphasised it.^ Dr. Irving 
■fisher performed a great service when ten years ago he brought 
this fact into the prominence which it deserves. In this book, in 
an appendix to Chapter V., the theory of the relation between 
appreciation and interest is clearly explained. 

Our author’s theory of interest proceeds by a method of ap- 
proximation. Assuming first that each man’s income stream 
is initially certain and fixed, he argues that the rate of interest, 
would be determined by four conditions (p. 132) : — “ (1) The rate 
of time preference of each individual for present income, as com- 
pared with remoter income, depends upon the charac^ter of his* 
income stream, as finally modified and determined by the very act 
of borrowing or lending, buying or selling. (2) Through the varia- 
tions in the income stream, produced by loans or sales* the rates 
of preference •for all individuals in the market are brougiit into 
equality with each other and with. the market rate of interest. . . . 
(3) The market rate of interest wiJl be such as will just clear 
the market, namely, will make the loans and borrowings cancel 
each othe^ for each period of time. (4) All loans are repaid with 
interest; that is, the present value of the payments, reckoned 
at the time of contract, equals the present value of the repay- 
ments.” 

In an appendix the author shows that these conditions are 
sufficient to determine the unknown elements, including the rate 
of interest. Further approximations are then made by assuming 
income to be flexible and uncertain. If this theory is correct, if 
ultimately it is the preference which different individuals have 
for future over present income, and if the preferences are 
psychological (in the sense that they might be quite different, 
although the actual physical facts of production remain the same), 
then we see that all theories based upon “productivity” or 
“ cost ” cannot be satisfactory. .In fact, the demand for*present as 
against futurp income, or vice versA, is a psychological fact, just 
as all demand is. How far is this result important, what effect 

^ It is, of course, clearly stated in MarsbalPs Principles of Economics. See the 
note at end of Book VI., Chapter VI., which now iu the 6th edition is ^ the text, 
pp, 698 et ^ 
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does it have upon economic theory generally, and the theory of 
distribution in particular*? Our author’s next book should be 
upon this point. He just touches on it briefly in Chapter ‘XII. ; 
the theory of distribution is the most difficult and least 'satis- 
factory part of modern economics ; it is not final in an/ respect. 
But however true it may be logically (taking our author’s defini- 
tion) £o state (as he does, p. 229) that “ interest is not a part 
but the whole of income. It includes what is called rent and' 
profits, and even wages,” nothing will be satisfactory which do#w>«- 
not determine how much out of the national income in a year 
goegjjo the wage-earners as such, how much goes to owners of land 
as such, how much goes to owners of capital as such. It may be 
that the4rue problem of, distribution is “ that of determining the 
amounts of capital and income possessed by different 'individuals 
in society”; but we want to know how far their inconfe 
is -dufe to having land or capital (both of which might to a Urge 
extent be owned by the State), how far to their own efforts as 
human beings. The landlord and the labourer are not neces- 
sarily mutually exclusive ; but many labourers have no interest in 
land ; many* landlords have never done any tedious work. 

The statistician will value ^‘The Kate of Interest” for the 
figures of average rates of interest and index nufhbers of prices 
in various countries over a long series of years, although it is a 
tlefcct that Index numbers for India should be taken from a 
Japanese source, when in addition to the Index numbers given 
in the Review of the Trade of India, there is Mr. J. A. Robert- 
soft’s report on ‘‘Variations in Indian Price Levels since 1863 
expressed in Index Numbers.” 

The economist will have only one complaint to make, namely, 
that matters of importance are relegated to appendices. Surely 
most economists have a good general education, and could easily 
follow the mathematics, which is never of an advanced kind, which 
is in some of the appendices. In fact, the appendix to Chapter 
III. contains the essential part of the argument, namely, that the 
conditions stated are sufficient to determine the unknown. This 
should certainly form part of the text, as it is the kernel of the 
book. C. P. Sangeb 

Anglo-Ghinese Commerce and Diplomacy (Mainly^in the Nine- 
teenth Century). By A. J. Sargent, M.A. (Oxford: 

Clarendon Press.) 

It ' is explained in the preface that this is ‘‘an attempt to 
view our relations with China solely in their bearing on the 
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interests of commerce,, while the social and religious life of the 
Chinese can safely be left in the hands of the lifelong resident or 
the casual tourist ; it is added that the work received its earliest 
impulse from a few lectures delivered some years ago in Man- 
chester. Nfhere are over 300 pages of good clear print, and there 
is — what 'is often wanting in works of this sort — a passable index, 
.in which, however, the cross-references might with advantage be 
more numerous ; for instance, there are several rather startling re- 
itrcnces to the duty of British Consuls in aiding the Chinese under 
the Treaty of Nanking to protect their revenue, and to the omis- 
sion of this clause from the Treaty of Tientsin : the imprefssion 
left upon most readers by these remarks will be that these duties 
laid upon Consuls to protect the revenue placed British miirchants 
at ’a serious disadvantage compared with merchants of other 
countries whose Consuls were not so bound. If this point is a 
genuine one, it never seems to have occurred to anyone befoBe. 
Cross-references to pages 85 and 165 (and perhaps other places) 
should therefore be made in the index, as w^ell as specitic reference 
to page 148 ; and perhaps the whole of Article II. of the Nanking 
Treaty should have been quoted, so that it might be clearly seen, 
or surmised, what these Considar* duties were, and how fai; they 
really did place British trade at a disadvantage. 

While it is presumably to be welcomed as a new step when one 
of the older Universities takes to publishing a book on purely 
commercial matters — not by any means so purely commercial, by 
the way — and therefore a sign of progress and “ waking up,’" it 
may be questioned whether Mr. A. J. Sargent’s summary, excel- 
lent though it be for the student, really supplies a crying want to 
the mercantile body s|X3cially interested in the Far East. So far as 
the politico-commercial history of the pre-factory days, the factory 
days, the “ Opium War,” the Nanking and Tientsin Treaties, and 
the unratified Agreement of 1869 are concerned, there is nothing 
discernible that has not been related over and over again by Wil- 
liams, Michie, and a score of other writers, more or less accurate 
and careful, upon the history of Chinese diplomacy and comiperce. 
When Mr, Sargent descends into specific details about the early 
hopes of woollens; the sudden appearance of cottons. upon the 
' scene ; the balance of silver, first against China, and then against 
the British mferchant ; — all this is apt to read a little heavily ; and 
even to merchants and bankers specially interested must sound a 
little out of date and passi in interest, granted the supposition 
that they required any educating. Still, the account is one of 
the most connected and accurate that has ever been publiBbed; and 
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it is of particular value for purposes of reference , at any rate . There 
is one point (pp. 5 and 10) where a slip seems to occur, owing to 
the author not having personally visited the ground. Chusan, 
Ning*po, and “Limpo” are spoken of as three difFeren^ places, 
whereas Ningpo, Niangpo, Lingpo, Liampo, and Limpo are surely 
all of them one and the same place, simply pronounced differently 
according to dialect ? There are two facts touching opium which 
have not hitherto been made so clear as Mr. Sargent makes them ; 
one is that after the Nanking Treaty the British authorities might ' 
ha% done more to discourage a continuance of the trade had they 
not «di8cerned that the Americans wore at that time only too 
ready to take it up if abandoned by the British traders (p. 88) ; 
and the*ftther is that Lord Palmerston, whilst admitting that we 
. had no right to continue the unhappy trade, distinctly instructed 
Captain Elliott to try to “arrange” for it. This is rather *a 
nrfsty jar to out* complacent rectitude. * 

There is one little matter of doubtful literary taste that may be 
mentioned for emendation in a second edition. The author is 
rather too gjven to using, in the text as well as in the reference 
notes, bare names without any title or mark of courtesy ; wc are 
told rithcr too often what Hart did, or how Stanley instructed. 
Bruce, who wrote to Rung : what Derby thought o*f it, and so on. 
It is, perhaps, a small thing to find fault with, but in a Clarendon 
Press publication it sounds rather too free and easy, more especi- 
ally in the case of Prince Rung, or the Prince of Rung, who can 
never in any circumstances be spoken of as “ Rung,” any more 
than we can decently say “ Wales ” was of opinion, or “Edin- 
burgh ” instructed his captains. To write Lord Stanley and Sir 
E. Alcock throughout involves no great expenditure of mechanical 
labour, and even amongst merchants in China it is exceptional to 
talk about “Wade” or “Hart” except under well-understood 
limitations. It scarcely sounds “ nice ” in a serious book. 

Most general readers will turn with satisfaction from what the 
Chinese call the “ stale grain and sodden sesame ” of olden times 
to th§ more exciting period subsequent to the Japan-China War ; 
tFie Syndicate-Concession period of political aggravation; the 
“ Boxer revolt, and the descent of the European vultures upon 
the prone and struggling carcase ; the Sphere of Influence mania ; ' 
the Busso-Japanese conflict ; and the sudden and violent reforms 
of the past five years. The commercial results have been. as 
intricate and as bewildering as the political consequences ; and 
what with the still problematical Mackay treaty, the alternate 
ipflowand outflow of gold, the unexpected expansion of the Man- 



72 


THE ECONOMIC JOUKNAL 


[march 


Chester cotton-goods trade, the incredible energy thrown into the 
opium abolition movement, the boycotting of American goods, the 
rights^’ recoyory rage, the startling development and influence of 
the Prer^, and the complications caused by huge indemnities and 
the factory competition in China, it w^onld be a wise man who 
could say exactly where we are — how Scotland now stands — and 
,what is to be the end of it all. This part of Mr. Sargent’s book, 
interesting and suggestive as it is, lends itself just as little as the 
lumbering old Factory and Opium War portion to the purposes of 
the critic or the task of extended reviewing. What is to be said? 
So far as any living man can construct an intelligible Leitmotiv 
out of such an incoherent Babel of cries and sounds, Mr. Sargent 
has done it for us; and, at any rate, lie has provided ‘'H better 
siiAimary df the development of British — and not only British, 
but European, Japanese, and American — commerce with China 
than can yet probably be found elscwlu're ; at alb events, in the 
same space, and with some shour of co-ordirration. However, 
learned theories and expositions really count for very little in the 
growth of trade, just as pulpit exhortations and denundiations have 
little or no effect upon the mad whirl of modern society. The 
Manchester cotton man, the Bradford woollen aird “Italians” 
man, the Bombay spinner, the Gorman and Japanese manufac- 
turers of cheap wares, the Anglo-Saxon tea-drinker who per- 
sistently prefers tannin to fragrant Chinese leaf, the silk manipula- 
tors of Franco and Italy who are heading off the conservative 
factors of Hangchow, Nanking, and Soochow -all these know, or 
think they know, their own business best, and each fights for all 
he is worth to suit his owm particular hand and pocket ; ignorant 
usually, oblivious always, of any ” moral and inbJloctual damage ” 
that may be discerned ahead by the prophets and the wise men : he 
gets his satisfaction, as often as not, after twenty years of ” grind ” 
in a snug estate, with sliooting attached, somewhere in England or 
Scotland. In fact, Mr. Sargent, after pounding away at awkward 
facts and questionable explanations in gallant style, seems to see 
this for himself, towards the end of his book, when he says ” It 
is difficult to disentangle the normal economic movement in China 
during the last few years from the effects of war, rebellion, and 
indemnities ; while the changes affected by the treaties are so 
recent that tfieir real significance* to a slow-moving country can 
scarcely be estimated.” Yet there is still gilt upon the ginger- 
bread : In spite of internal troubles, China has shown a steadily 
growing power of absorption ; the silver value of piece-goods has 
almost doubled, while that of yarns has more than trebled in 
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decade. . . . Japan supplies about a quarter of the yarn 
imported.” 

Mr. Sargent does not speak very respectfully of British’ Con- 
sular iReports. “Many are rubbish”; yet the wonderfiiiff epi- 
tomes published by tlio b oreign Office in the shape of Sir Alexan- 
der Hosie’s reports upon the China trade of 1905 and 1906 are 
masterpieces in their way, and any British merchant who should ^ 
study them carefully wunld arise from his task in much better 
fighting trim than after a perusal of Mr. Sargent’s more aca- 
demical work, which, excellent though it is, leaves upon the “ old 
China hand ” the impression of a carefully “ got-up ” thing rather 
than the natural expression of a “twenty years in the country 
and know^the language ilian.” Q. 


Mvnicipal Owvership: Four Lectures delivered at Harvard 

Unwersity, By Leonard Darwin. Pp. xv+149. (London : 

John Murray, 1907.) 

It was unfitting tribute to the excellence of his larg(;r work 
on “Municipal Trade” that Major Darwin should have been 
invited to deli\^er a course of lectures on the subject at Harvard 
University ; and wlietlu^r w^c do or do not agree with all his 
arguments, it will readily bo granted that he has compressed an 
unusual amount of material into four lectures. The present 
volume is marked by the fairness, lucidity, and close reasoning 
whjch distinguished the earlier one, while the vulgar misconcep- 
tions so prevalent in recent writings find no place here, or are 
mentioned only to be condemned. Partly because of the close- 
ness of th('. reasoning, and partly because of his evident desire 
to give due weight to conflicting arguments, it may not prove as 
popular as many inferior books on both sides of the controversy, 
but no other author has within the same compass produced so 
judicious and tempe^rate a criticism of the movement. 

The two main questions raised in these lectures arc : (i.) What 
is^the.best method of controlling municipal monopolies operated 
by private comf>anies? (ii.) What are the urban services ir\ 
which it is best that the work should be performed by employees 
of the civic authorities? In regard to the former it is insistc(i^ 
that we are not left with the alternative of unregiflated private 
trading and municipal trading, for even if the lartter were pre- 
ferable to the former, private enterprise under wise regulation 
may often bo better than either. Most of the book is devoted 
la the* second question, considering chiefly the financial issues. 



74 


THE ECONOMIC JOUBNAL 


[makch 


the possibility of direct employment increasing or diminishing 
corruption, the higher wages of workmen, and the relation to 
Socialism, pjach of these sections is suggestively treated, and 
the ccK^clusion to which they lead is that direct employment is 
undesirable in the constructive stage save in a few cases where 
the work of insf)ection is exceptionally costly and difficult, while 
in the productive stage it is beneficial only where three conditions 
are fulfilled, namely, “where there is a strong tendency for the 
•H^industry to become a monopoly: where it is of great importance 
to the community — or, in other words, wdiere a loss might reason- 
ably be incurred by the municipality managing it ; and whore, in 
the near future, changes in the factors of supply are not im- 
probable against which adequate provisions cannot inserted 
ii> franchises or biases.'' For these and other reasons he is not 
opposed to the niiinicipal management of waterworks, baths, 
wafih-houses, cemeteries, slaughter-houses, markets, and perhaps 
harbours: but as regards gasworks, electric light, and tramways, 
it is on the whole f)referable that thc^y should be leased lor short 
periods to private comj)anies. 

Every opjxmeTit of municipal trading attempis io show that 
the policy involves a burden on frhe rates, and it js of particular 
interest to learn the attitude of so excellent a writer as Major 
Darwin to this matter. Unfortunately the sections which he 
devotes to the? tinancial results appciar to us to be k^ss satisfactory 
than the rest of the volumes. On a priori grounds the author con- 
cludes that a loss “ to be made good by additional taxation ’* may 
be expcicted, and by examination of the statistics for England 
and Wales ho attempts to show that they do not refute this view, 
but even lend some slight support to it. The substance of the 
argument is this : The returns of reproductive undertakings in 
1902 showed that on a capital of X120 ,000,000, less than £400,000 
a year goes in relief of rates after meeting interest and sinking 
funds; but in estimating the gain or loss, as distinct from the 
profit or deficit, account must be taken of the rents which might 
have been obtained for the concessions fi’om private companies. 
Now tramways owuiod and worked by municipalities yielJod an 
average net profit of only nyths per cent, on the total capital, 
while those owned but not worked by municipalities yielded about 
2 per cent, tcuthe local authority.. Hence if a city can only make 
under 1 per cjent. by direct management and 2 per cent, by 
leasing, '‘may we not fairly say it is losing over 1 per cent, by 
its municipal venture ? ’ ’ The fact that tramways yield a profit 
is therefore consistent with the belief that rates would bav§ been 
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lower if they had not been worked by muniaipalities. Admitting 
that it is impossible to estimate the hypothetical rents obtain- 
able for other enterprises, ho proceeds, nevertheless, to generalise 
this result : English statistics, therefore, do not disprov//; and 

may, it appears to mo, be quoted as giving some support to the 
view which I hold, namely, that English cities have increased the 
immediate burden of taxation by their municipal ventures by 
over 1 per cent, on the capital sunk thereon.” As the sinking 
funds amount to little over 1 per cent, on the capital, ” it follows 
that this sinking fund is in reality all drawn from the pockets 
of the people by additional taxation,” and any gains which may 
accrue in future when borrowed moiu^y has been largely repaid 
will he a -more return of ’Mterest on the sums now Ixung sacrificed. 

We doubt whether any single step in this argument woiiid 
be allowed to pass umiuestioned by a student familiar with thh 
stat'stics. It v’ould first be remarked that the net profit on the 
« former class of tramways is shown by the returns to be nearer 
1 per cent, than ^^ths, while that on the latter class is not 2, 
but only very slightly over 1-J ; and that this makes about half a 
million sterling a year dilTorenco wh<*n applied to the aggregate 
capital in the -last stage of thh argument. Then it would be 
pointed out that the working of a system involves a larger capital 
than the mere construction and k^asing of a permanent way. 
In the returns the average capital of the former class is over four 
times as great as the latter; and though this may bo in some 
measure due to difference in size of the towns, the fact that a 
town working a tramway sets aside on the average nearly thirty 
times as much for depreciation as a town leasing it to a company 
suggests that there is a great difference in the nature of the 
capital in the two cases. If the investment of a larger sum 
gives a lower percentage net profit than the investment of a 
smaller sum, can the conclusion be drawn that the latter yields 
a gain to the town while the former docs not? A knowledge of 
the facts might easily prove that the former brought the greater 
gain. Again, the generalisation from the tramway figures to the 
whole of the undertakings is a highly questionable step, for if 
we kept to the tramway illustration the sinking fund would be 
seen to apaount to considerably over 1 per cent. — over IJ, in fact ; 
and, still more important, we could not expect anything like the 
net profit which the author supposes on the aggregate capital, 
for not only does it include, as Major Darwin admits, such 
things as baths and w^ash-houses, which are often undertaken with 
a certainty of loss, but nearly half the capital is invested in 
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waterworks, which are not generally viewed as proper subjects 
for yielding high net profits, and which the author himself is 
willing to allow municipalities to undertake. The statistical 
arguitisint would have been different if it had been confined to 
those municipal industries w'hich he is disposed to condemn ; 
but when the issue' is narrowed to tramways, electrical and gas 
works, and one or two minor enterprises, it appears quite ir- 
relevant to base conclusions upon the average financial results 
of undertakings which inedude waterworks and a dozen other 
enterprises. But Major Darwin’s candour makes the work of 
a reviewer difficult, and w’e almost feel it necessary to apologise 
for offering criticism wffien he really removes all value from his 
statistical argument by confessing, later fin the book, that a wide 
nmrgin of* doubt exists as to gains or losses because of the con- 
jectural amount of the ix>ssible rents and the variations of price 
and quality. We can only say that his method .has led hirru to 
estimate the rents too unfavourably to municipal management. 

Btanlky H. Turner 

Land Values and Taxation. By^EnwiN Adam. Social Problems 
Series. 196. (Londoir: T. C. and E. V. Jack, 1907.) 

Mr, Adam is a member of the legal profession in Edinburgh, 
but intellectually he belongs to the eighteenth century, when 
men deduced their economic rules from the Law of .Nature and 
the intentions of the Creator. It is refreshing to-day to find a 
WTiter deliberately setting befon* himself thi‘ task of inquiring 
whether there is a natural and just mode of levying taxation,” 
and declaring that ” if natural law' can afford no light as to tlie 
provision of that fund, wc should be driven to the conclusion 
that social progress, civilisation as we know it, had no place in 
Nature’s scheme for the development of mankind ; that civilisa- 
tion was, in fact, an excrescence, a disease, contrary to the 
scheme of creation.” It is an axiom with Mr. Adam that if 
government comes within Natun'/s plan, Nature must have pro- 
vided a law of revcniu^, and only wilful blindness prevents mdn 
from seeing it. Yet to our departure from this law economic evils 
are due. 

The natural canon of taxation is that each citizen shall pay 
in proportion .to the benefit he receives from the State, but it 
is unnatural to deprive a labourer of the wealth he produces. A 
glance at each of the existing national and local taxes proves that 
not one adequately fulfils the requirements of Nature, though 
there are occasional glimpses of what Henry Creorge, called “tlSe 
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glories of the coming day.” Customs and excise “violate its 
clearest dictates*’; these and most of the# other taxes have no 
moral sanction, but rob a man of what he has made |)y his own 
labour, tlnis far enslaving him. Short work is made of the dis- 
tinction between onerous and beneficial rates, for the expenditure 
on poor-relief and education, like that on street-lighting, invari- 
ably raises rents. One sample of this reasoning, neither better 
nor worse than others, must suffice : “ As education becomes more 
general, the more do the wages of the educated workman fall in 
value ; the more of the product of his labour becomes absorbed 
in rent.” Hence the only man who benefits economically by 
good government is the landowner, and the benefits which others 
enjoy are summarily dismissed as ” moral.” Land value, which 
includes the value of tlib right to use land for selling liquors, for 
tramways, and the like, is clearly the tribute W'hich natural kw 
levies upon every occupant; the private owner is a mere tak- 
gartherer; and if the community would only resume its owirthe 
labourer would thenceforth obtain a wage measured by his labour. 
Suggestions that the land value may not suffice are met with the 
confident assertion that it * ‘ always is sufficient to meet the cost 
of good government ” ; while objections on the score of confisca- 
tion are answered by drawing a parallel between the landowner 
and the slave-owner. Incidentally the author teTls us that Mr. 
Carman holds the view that a tax of 20tV. in the £ will cause 
economic rent to cease, that an abatement of £160 is allowed 
on all incomes under £700, and that grants-in-aid come out of 
the indirect taxes. Curiously enough, he does not -propose to 
abolish postal charges in favour of his natural tax, though it 
might be thought that the services of the Post Office or of a 
municipal tramway have quite as much to do with land value as 
most of the other purposes for which taxes are to be so levied. 
But he is willing to make the change in the system of taxation 
gradually, and wo can only hope that in the meantime some 
adaptation of Voltaire’s L'Homme d quarante icus may con- 
vince him that Natural Law is only another name for Mr. Adam’s 
fallible conception of wdiat ought to be the law\ 

Stanley H. Turner 

Wage Earners' Budgets : A Study of Standards and Cost of Living 
in New York City, By Louise Bolard More; jvith a preface 
by Franklin H. Giddings. (New York : Henry Holt and 
Co. ; London : G. Bell and Sons, 1907.) 

Studies of the budgets of wwking men’s families may be 
broadly divided into two classes : those in wffiich an enormous 
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mass of information is collected from large numbers of families 
of which the collector knows otherwise, almost necessarily, little or 
nothing, %nd those in which an intensive study is made of a 
limited number of families with whom observers are more or less 
constantly in touch over a considerable i)eriod. Mrs. More’s 
studies belong to the second class. Data were obtained concern- 
ing 200 families only, daring the two years covered by the investi- 
gation, but frequent visits were made to each family during the 
timt‘ it was under observation by Mrs. More and the residents at 
the '‘Greenwich House” Settlement, The cordial relations 
between the Settlement workers and the people of the neighbour- 
hood naturally facilitated detailed inquiries. 

Greenwich is an old district exhibiting characteristic extremes 
of housing conditions. ” It is the part eff old New^ York that has 
retained ilfs village features the longest. It is the last to lose its 
old-fashioned houses and to become a tenemcJit district.” Old 
houses are being rapidly torn down to make w’ay- for large tene- 
ment buildings, or altered to accominodatt‘ thn‘e or four families. 
The population is cosmopolitan : of the heads of families observed 
105 wore native and 95 foreign born, the? latter including 35 Irish, 
16 English and Scotch, 17 Germans, and J5 Italians (p. 108). 
” The racial feeling is often very strong. The Trish hate the 
Italians (‘Dagos’) and the negroes {‘niggers'), and the North 
Italians despise the Sicilians ” (p. 11). The occupations are 
mostly of a low grad(3, half heads of fauiili(‘s engaged being 
drawui from the ranks of unskilled labour, 55 (per 100) in miscel- 
laneous oceiipations such as book-keeping or other clerical work, 
caretaking, ttc., or without occupation (r.f/., widows maintained 
by their children), and 15 only engaged in skilled work. But these 
occupations are not evenly distributed amongst the different 
nationalities, so far as one can safely base conclusions on the small 
numbers observed. Of the native born 49 jxjr cent, are unskilled 
and 25 {Xir cent skilled labourers, 26 percent, clerks and others; 
of the Irish 66 ])er cent, unskilled, 9 jK}r cent skilled, 25 per 
cent, clerks, &c. ; of English and Germans 41 per cent, unskilled, 
16 per cent, skilled, 43 }X3r cent, clerks, &c. 

For all the families together the average annual family income 
from ail sources, including charity and gifts, was $851 ; or $817 
for the native and $890 for the families of the foreign bora. The 
distribution of income differed only very little for the foreign born 
and the native^, to the nearest 1 per cent. , the native born ex- 
pended 43 per cent, on food, the foreign 44 per cent. ; the native 
20 per cent, on rent, the foreign 19 per cent. ; for clothing the 
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percentages are 11 and 10 ; for light, 6 in both cases ; for insur- 
ance, 4 ; and sundries, 17 and 18. On the viholc the similarity is 
remarkable, though some slight allowance must be made for the 
fact that the native-born family — or, rather, household — averaged 
5'3 against 6'0 for the foreign. Detailed budgets arc! given for 
only a very limited number of families as regards food and clothing, 
■ ten selected food budgets being printed as typical. This makes 
comparisons with other countries difficult and dangerous, but, on 
the w’hole, the claim seems justified that the “ diet of the American 
working-man’s family is abundant and varied ” ; the allowance 
of both meat and milk is generous. It would be of great value 
4f further investigations could bo made from Greenwich House 
with a view to determine for the neighbourhood a fair average 
working-man’s food budget, including quantities as well as ex- 
penditure, and if possible separate average budgets for tht different 
nationalities. 

.The whole study is of great interest, particularly from the 
.compari.sons it renders possible between different nationalities 
living in the same district, and competing with each other. On 
the whole', thc!ro seems a nearer approach to equality than one 
would have ek[)ectcd. G. V. Yole 


Co-operative Induairij. By Eknest Aves. (Loudon : Methuen 
and Co. 1907. Pp. 303. Price ffs. net.) 

As explained in the preface, this work w'as finished by January, 
1905, although the', figures have boon brought up to date by Mr. 
J. J*. Dent, of the Board of Trade. It is divided into three! parts ; 
I. The store. 11. The workshop. 111. The farm. In Part II. 
the important di.stinction between production by the individual 
stores and their wholesale, on the one hand, and by independent 
productive associations, the “co-partnership societies,’’ on the 
other hand, is clearly drawn. Part I. is undoubtedly the 
strongest. The author here has proceeded a considerable 
way in the analysis of the “social” aspect of the movement. 
Chapter VIII., on “poor stores,” is exceptionally good. 
HcfWever, the analysis of the economic aspect ' of the 
store,, t.e., the economies derivable from the organisation of 
distribution and production from the standpoint of the con- 
sumer, is not carried very deep. The third aspect df the store 
movement, namely, the conception of the “industeial common- 
wealth of co-operation,” is also but slightly developed. Thus, 
when the author writes : “The wholesales are the counterpart 
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en gros of the vast majority of the rank and file of the movement 
at large (p. 76), he docs not, I think, give due weight to the 
originality of the centralised jvolicy developed by the wholesalers* 
leaders. It is this aspect which looms largest in the eyes of 
contitiental c:o*operators, and which is bringing consumers’ 
co-operation into line with the structure of municipal enterprise. 

In Part IT. the difficulties of profit-sharing,” and of the* 
contrasting ideals of the stores and the independent productive 
associations, are stated, rather than answered. 

Part 111. was completed before^ the Small Holdings and Allot- 
ment Bill of 190G was passed. This is unfortunate, since the 
promotion of rural co-op(Tatiot\, in ])ursuance of this Bill, is the 
key to th(^ co-operative Jictivity which is now^ being witnessed in 
Great Britain, especially in the dairj4ng and market produce 
districts.* 

For serious study of the movement this book cannot hope to' 
replace the volume on “ Industrial Co-operation,’/ edited by Miss 
Catherine Webb in 1904. Agricultural co-o]>eration, also, 1 
think, cannot bo said to be adequately tn^atod when there is no 
careful comparison with the continental ])ioneers,‘ in particular 
Denmark and Germany, However, flu* book' is certainly 
welcome, as it is ” fresh from the fire,” and gives valuable/nsight 
into the “ social ” aspect of co-operation, while suggesting, if not 
answering, other imjx)rtant problems. 

C. R. Fay 

Socialism. By J. Ramsay Macdonald, M.P. Second Impres- 
sion. Pp. viH-127. (London: Jack, 1907.) 

In this volume of tlu*, Social Problems Series, Mr. Ramsay 
Macdonald })laces the reader at the standpoint of the newer 
Socialisui, which bases its position on biology and economics, and 
claims to progress by ‘ ‘ scientific experimental methods.” We 
find littlii that the autlior has not made familiar, at greater length, 
in his Socialism and Society, and elsewhere ; but the present book 
is written with all his attractiveness of style and conviction, and 
removes the last excuse for many of the rnisconceptions^ of 
Socialism, to which Socialist and ariti-Socialist WTiters have con- 
tributed in almost equal degree. 

After statement of the evils of the present system and the 
attitude towards them of typical schools of social reformers, we 
have a sketch of the development of the movement, with the con- 
tributions of the lenders of the last two centuries : Proudhon, ” a 
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kind of French Cobbett”; Louis Blanc, the father of modern 
Socialist methods * ‘ who has never entered idto his inheritance ’ ’ ; 
Owen and the English school ; up to Marx, who receives signi- 
ficantly incomplete treatment. Then follows the more imme- 
diately interesting portion of the book, with the ** industrial 
argument for Socialism/’ based, of course, on a criticism of 
present. conditions. Capitalism has been created to develop the 
machinery of production, and it has done its work very well”; 
but it “ will not be judged by this generation according to what 
it has done as an agent in production, but according to what it 
is doing as an agent in distribution,” and it ” has never given the 
least hope that it was creating an organisation which would 
equitably distribute wealth.” Despite the fluctuations in the 
value of capital, the aggregate of rents and profits rises in every 
.prosperous country. So ” may ” wages ; but substantial improve- 
ments are imix)ssible owing to the mechanism which allows the 
substance of unearned increment to pass into private pockets. 
’Even edupation (technical, &c.) will not bridge the ever- widening 
gap between the unequal masses of skilled and unskilled labour. 
The present system endangers civic life by the grow^th of trusts 
and syndicates ; subordinates hu^jaan interests to cajutalist profits ; 
creates a machiiiery of production which does not secure equitable 
distribution ; gives rise to ethical demands which it cannot satisfy, 
and hence compasses its own destruction. 

Mr. Macdonald disjxises briefly of some of the stock “ objec- 
tions ” to Socialism, though he omits other jiractical problems 
which the Socialist is often called on to solve, such as that of the 
efficiency of State organisation of industry. He defends Socialism 
from the charge of antagonism to the family, to religion, and to the 
property of the future based on ” creative service ” ; he gives the 
Socialist theory of taxation, that values obtained through the 
” existence and activity ” of the State should be returned to it 
(though he does not give the much-needed clue to the recognition 
of these) ; and he does a service for which the Socialist thinker may 
be grateful, in clearing away the idea tluit tlie extravagances of 
boi^rck of guardians, &c., arc a manifestation of ” Socialism.” He 
is so chary of the hysterics of a certain typ('. of Socialist writer, 
and so anxious to avoid prophecies of the future, that he omits 
points about wffiich many would like exjdanation . Rather more 
detail on the process of the journey by the present ‘ ‘ transition 
stage” towards the Socialist goal would probably Ifave made the 
latter portion of the book more completely satisfying both to his 
supporters and antagonists. C. Violet .Butler 

• 1B9.-~vol. XVIII. G 
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Essai de solution du^probleme Social par les Magasins g^Miraux. . 

L. Scansa-Lanza. Pp xi*f92. (Paris : F^lix Alcan.) 

M. Scansa-Lanza, in this little volume, propounds an ingenious 
scheme, elaborated in much detail, for the regeneration of society 
through the establishment of “ national ’’ warehouses. Financed 
partly by the Banque de France, partly by terminable Joans, a 
series of depots is to be established, under State control, in all 
the principal towns of France. Here the manufacturer or 
importer may deposit his goods, receive advances on their value, 
and either sell them at his leisure or cause them to be sold by the 
officials of the warehouse. From the stock accumulated here the 
purchaser may make his selection, with ^he advantages of a large 
choice, and official guarantee of the quality and fidelity to sample 
of his purchases. The warehouse officials are to be responsible for. 
the transport and delivery of goods, which the wide scale of their 
operations will enable them to do rapidly and Cheaply. Thus 
supply and demand will be co-ordinated, and*tho chief necessities’ 
of modern commence — rapidity, security, and economy in the 
mechanism of exchange — will bo satisfied. 

Close to the warehouse, which will gradually become the centre 
of the whole pommerce of the surrounding district, will stand the 
bank or counting-house. Having deposited his goods in the ware- 
house, the manufacturer will take his receipt ior them to the 
counting-house (comptoir), where he may, if he choose', have a 
bill to their value discounted. His goods may be sold later by 
himself, at his conveniences or by the comptroller for his beniffit. 
These counting-houses will have agents in all the chief foreign 
towns who will cash bills maturing abroad, returning thorn to their 
depot of origin. The bills, under semi-official guarantee, will cir- 
culate freely abroad, and it will be easy to secure their negotiability 
and to pursue debtors (some explanation of this point would have 
been interesting). Gradually the economy of large-scale trans- 
actions and the prestige of official sanction will crush the com- 
petition of private firms, who will entrust their business to 
the officials of the “ magasins g^n^raux ” ; and the sociahsat.ion 
of the means of exchange will be complete. 

But this is only the first stage of social reform. From the 
‘ ‘ socialisation ’ ’ of exchange we are taken back to problems of 
production— a process of refreshing originality. With the 
funds accumulated from its control of commerce (the author hardly 
accounts sufficiently for the co-existence of great profits and of 
economy in exchange) the central authority of the national 
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warehouses, after paying off capital, is to follow Louis Blanc's 
programme, and, as “ banker of the poor,’' it will grant loans for 
the foundation of co-operative societies of every typo, until by force 
of successful competition these drive out private firms ; while the 
absence of interest on the loans from this source will gradually 
deprive private capital of its reward and raison (Veire. The State 
will then acquire the means of transport, and the co-operative 
commonwealth will thus be i)eacefully realised, via the linked 
warehouse and counting-house. 

Then mankind will at last have scope for improvement. 
“ Lliomme est ce que le fait son milieu social,'' and he will now 
develop in a State based on co-operative societies, the “ mine being 
granted to the miners” (which would not please a certain type 
of State Socialist) ; the proletariate and trade uiwons will 
indeed continue, as will private property and social inequality ; but 
thejse - will have lost their dangers, and finally the federated 
societies of ” universal w’arehousos ” will rule the world in peace. 

• C. Violet Butler 


A History of Commerce, By Clive Day, Assistant Professor of 
Kconomic History in Yale (iniversity. Pf). xliv + 626. 
(Longmans, 1907.) 

For anyone who has had to teach the economic history of 
countries other than England the great difficulty that has been 
experienced is the want of text-books for the student. • Mr. Day 
now endeavours to fill this gap as far as commerce is concerned 
by sketching its history from the earliest times to 1900 a.d. 
The result is the best text-book in English on the general his- 
tory of commerce that we have at present. Not the least useful 
part of it is the account of the trade and trade policies of all 
the European countries and the United States during the past 
century. 

Of the 575 pages devoted to narrative, 127 are taken up with 
ancient and mediaeval commerce, 140 with modern commerce 
from 1500 to 1800, and 307 with the commerce of the nineteenth 
century. The book is, therefore, mainly a history of recent 
developments in commerce, wdth a lengthy historical introduc- 
tion. In this latter part one-third of the space is demoted to the ^ 
United States. This is perhaps natural in a book which will be used 
largely by American teachers and students, but it seems a little out 
of historical perspective to allot 120 pages to the United States 
and ^6»to England, which was certainly the greatest commercial 
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industrial, and financial power of the world all through the nine- . 
teenth century, while the United States only attained to the first 
rank in the last two decades of that period. If we are regarding 
the world's (commerce, it is England that bulks large in the 
world's economy of last century; and, indeed, Mr. Day him- 
self acknowledges that at the beginning as well as the end of . 
the nineteenth century England held the leading position. But 
apparently her history does not need so much elucidation. 

The author begins with a few general considerations on com- 
merce, and dwells on the obstacles to its development. Ho then 
passes on to say something about the trade of Egypt, Assyria, 
Persia, Phoenicia, Greece and Rome, but in his preface he hoi>es 
that any teacher pressed for time will leave this part out, as it 
has little^ bearing on the commerce of to-day. It seems to me 
that the author underrates the importance of the ancient wwld* 
in influencing the economic development of the West. It ,was 
in connection with Phoenician commerce , that the Western 
Mediterranean was first colonised, that the sea became a con- 
necting link instead of an insuperable barrier, and that the 
West and East were brought into contact. It was ‘through com- 
merce following on her conquests that Rome was able to^ spread 
the material arts of civilisation ; and although much was 
destroyed, much remained and much was spread later by the 
Christian emissaries of Rome. The knowledge accumulated 
through ancient commerce was stored up in the Eastern Empire 
and the Ijcvant to come again into Europe and furnish the great 
stimulating influence in Western Europe at the time of 'the 
Crusades. The work done through the agency of ancient com- 
merce was the great factor in developing the West out of bar- 
barism both before and after the fall of Rome. 

Mr. Day also seems to underestimate the important work of 
re-establishing commerce by the agency of the Church, part of 
which was consciously and part unconsciously effected. He 
merely says, “ the dignitaries of the Church, by reason of their 
higher culture and connection with a universal organisation, 
created a demand for a few foreign wares." The organise?!' tiade 
carried on by the monastries, such as St, Wandrille, Priim, 
Jumifeges, and Fecamp, was far more than this; while the main- 
tenance ofi^a certain amount of peace by the Church through its 
exhortations^ example, and excommunication laid the essential 
foundation of commerce, viz., order. Mr. Day himself draws 
attention to the work of the Church in maintaining the roads. 
The pilgrimages, especially to the East, had the result q| giving 
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a great impetus to commerce, till finally *we get the religious 
movement culminating in the Crusades, the effect of which on 
the economic development of the West was only surpassed by 
the groat discoveries of the fifteenth and sixteenth centuries. 
The author jumps from the fall of Eome to the year 1000 a.d., 
and gives a short account of the conditions then prevailing. He 
describes the rise of towns and the character of the trade by 
sea and land during rnediawal times. He also gives some maps 
which should be of great assistance to teachers. The mediaeval 
organisation of commerce, the fairs, banking, and exchange are 
dealt with as fully as the small space allotted will allow. The 
author deals sketchily with the rise of the nation as the economic 
regulating unit, and hardly seems to emphasise sufficiently the 
enormous imix:)rtance of this new feature. Then monies <in 
account of the period of exploration and discovery, the rise of 
tlu wholesale merchant, the development of commission trade, 
credit, banking, and the expansion of trade through the agency 
of chartered companies. The commercial policies of Spain, Por- 
tugal, pjngifMid, Holland, Prance, Italy, the German States, and 
Eussia are dfealt with very satisfactorily, taking into consideration 
the sip all spaca it has been posable to allot them. 

The point which Mr. Day insists on is that Ihe success or 
failure of a nation lay in its capacity or incapacity for organisa- 
tion as an economic unit. 

To the section on recent commerce there are six useful intro- 
ductory chapters pointing out the main changes which distin- 
guish the commerce of the last century from that of those pre- 
ceding it. The increase in the importance of coal, the develop- 
ments in iron and steel smelting, the improvements in transport, 
the change from sailing vessels to steamers, the decline in 
freights, the revolution in the relative im{)ortance of the wares 
of commerce, the revolution in business methods wrought by 
the telegraph, the decline of fairs and the rise of the produce 
exchange are all toucluHi on as an introduction to the century 
of rapid communications. Mr. Day deals with English commerce 
dilTmg that period, and some reasons are given for the alleged 
loss of England’s industrial leadersliip. It will be news to most 
people in this country to hear that ** the average labourer in 
Germany and the United States is belter equipped:' for modern 
methods of manufacture than is the Englishman ,” and a little 
difficult to see what is meant by “equipj)ed.” 

It is interesting, too, if scarcely accurate, to hear that ” the 
English manufacturer works short hours and stops for afternoon 
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tea.” The Factory Acts are decisive as to hours, and when they 
fix meals they do not as yet allow for afternoon tea. 

Mr. Day enumerates the causes of the rapid development of 
English commerce between 1850 and 1900, considering them to 
be the start England had in manufacturing, her geographical 
situation, physical resources, and free trade policy. He says 
nothing of the effect of the railways and the enormous importance 
to England of possessing the first steamships. Nor does he men- 
tion the effect of the gold discoveries on English commerce. 
Hence his account is inadequate. 

German trade under the Zollverein and Empire is described, 
and the reasons for Germany’s industrial advance are discussed 
in detail. France, Italy, Kussia, Austro-Hungary, and the 
mjnor Euiopean States are usefully dealt with, and, as already 
indicated, the commercial development of the United States from 
1789 is treated in considerable detail. . • < 

One has only to look at the bibliography -to realise the vast 
amount of reading that has had to be done to produce this book. 
Questions and topics for further consideration are suggested at 
the end of every chapter. If one should venture to* criticise the 
form of a book which has long Been needed, one. might perhaps 
say that it is jierhaps a little too much in the style of a note-book. 
The paragraphs are headed in thick type, with a summary of their 
contents. Some of the headings seem rather superfluous : for 
instance, ” The revolution about 1500 : topics to be considered.” 
Surely the text itself ought to make the topics to be considered 
obvious. Or again, one paragraph is headed “ Commercial 
decline of the Netherlands,” the next ‘‘Reasons for decline.” 
Such emphasis seems a little unnecessary. 

Lilian Knowles 


The Economic Policy of Robert Walpole. By Norris A. Brisco. 
(Columbia University Studies.) (New York : The Columbia 
University Press, 1907.) 

Mb. Bbisco’s monograph on the financial and economic ^licy 
of Walpole will be welcomed by students of eighteenth century 
finance and politics. The writer jierhaps unduly exaggerates 
when he states that ‘‘ Walpole’s economic policy has been neg- 
lected and overlooked,” for both in the standard political arid 
economic authorities which deal with the Walpolean period the 
importance of the great Whig minister’s financial aims and 
achievements is fully recognised. None the less, a thoreijghly 
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competent and modern biography of Walpole’s career as a whole, 
utilising the research work of the last thirty years, is badly 
wanted. Meanwhile Mr. Brisco’s study of one great sphere of 
his Ministerial activity does for Walpole’s finance what Mr. Basil 
Williams’s articles in the English Historical Review have done 
for his foreign policy. Mr. Brisco writes clearly and temperately, 
and has consulted valuable and first-hand sources of information, 
particularly in the departments of fiscal policy, trade, and taxation. 

Not the least valuable of the chapters is the one devoted to 
‘‘Eeform in Taxation,” where Walpole’s budgets and financial 
schemes are examined with reference to current theories and 
economic principles, and the discussion is carefully illustrated 
from contemporary debates and pamphlets. The writer’s object 
here is to discover how far Walpole, in his system and reforrps, 
was guided by, or departed from, the best economic theory of 
the day, how far his critics relied for their arguments on counter 
theories, and to what extent economic science profited by the 
political ‘controversy, and its development was assisted by the 
keen interest shown in the management of our public finance. 
The conclusfons in this chapter are well worked out, and will be 
followed with . interest by evety student both of politics and 
economics. Mr. Brisco, however, does not sJeern to have 
made use of the mass of material contained in the Calendar 
of Treasury Papers , which have now been published as far as 
the year 1745, and therefore completely cover the whole period 
of Wal}:>ole’s long ministry ; at least, I infer so from tjie absence 
of *any reference either in the text or the notes to these volumes ; 
and this is regrettable, not merely because they are a vast collec- 
tion of financial documents of the first order, supplementing and 
correcting the evidence as to trade, commerce, tariffs, &c., avail- 
able from other sources, but because they would have suggested 
the desirability, in any exhaustive examination of Walpole’s work 
as a whole, of a short section on the principles and development 
of the English system of public finance in the first half of the 
eighteenth century. Mr. Brisco would also find in the Calendar 
of^Treasury Papers much valuable support for his sound 
and broad argument that in estimating the financial achievements 
of any prominent statesman it is impossible to separate politics 
from finance. If it is true that most great political firobleins are 
at bottom largely financial, it is equally true that all great financial 
schemes involve complex political considerations, and, as the fate 
of the Excise scheme showed unmistakably, the superior financial 
majjbe defeated by the weaker political argument. Mr. Brisco 
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confesses that he started his inquiry distinctly prejudiced against 
Walpole, but the result of his careful and lucidly expressed analysis 
of the facts is a series of decidedly favourable conclusions both 
on the man and bis achievements. But he disarms criticism by 
his moderate language and by anticipating the qualifications that 
naturally suggest themselves to fellow-students of the period. 

It is impossible to do justice in a short review to the ftiaterial 
and topics discussed with much wealth of detail in the two hundred 
pages of the monograph. I must content myself with referring 
students to Mr. Brisco himself ; but the treatment of the Sinking 
Fund and of the South Sea scheme, indeed, of Fiscal policy as a 
whole, is admirably clear. It is not an easy task to exj)lain suc- 
cessfully and criticise at the same time a series of comjdicated 
financial transactions extending over a period of years. But clear- 
ness is Mr. Brisco’s strong point. His division of his subject 
into chapters, each of which treats of a single broad topic; 
Fiscal Policy, Perform in Taxation, Peform in the Tariff, Bounties 
and Colonial Policy, Industrial Policy, Foreign Trade, makes for 
lucidity and concentration. That it also involves •a good deal 
of repetition is perhaps inevitable. A few questionable statements 
may finally be noticed. The hitcrpretation of .William III.’s 
foreign policy* (p. 20), a point irrelevant indeed, how’ever, to the 
main matter in hand, would not commend itsidf to historical 
students. To assert (p. 30) that Walpole “is known to the his- 
torian as a politician and ‘ boodler ’ rather than as a financier” is 
distinctly surprising, if w'c remember Lecky, Morley, Ewald, and 
Coxe’s historical studies; nor is the assertion, even if true, v6ry 
intelligible to English readers. Mr. Brisco’s general and sweep- 
ing inferences as to the principles, objects and results of the 
whole Colonial system (pp. 156”] 05) optm up a large field of con- 
troversy. His view savours too strongly of the antiquahnl “ Ban- 
croft school” to be acceptable to-day, and in the last twenty 
years modern American critics, even more emphatically than our 
own, have taught us a fairer and sounder historical attitude. Mr. 
Brisco, therefore, in this section may safely be loft to th (3 critics 
of his own house. On p. 178 the statement that in 1739 “ mOTo 
than 1,500,000 people were employed in the woollen manufac- 
tures ” is passed from Maepherson without criticism. But it is 
incredible that one-sixth or one-fifth of the whole population can 
have been so employed, and the other figures given on this page 
strengthen our scepticism. Similarly on p. 182 Norwich seems to 
be classed with the creations— -Birmingham, Sheffield, and Man- 
chester — of pfiodern economic development. The important of 
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Norwich as a centre of population and tradfe really goes back to 
the fourteenth and fifteenth centuries. Lastly, did Pitt (p. 214) 
'‘later express his regret that he had opposed the (Excise) 
scheme *’? Pitt certainly recanted handsomely with reference to 
his opposition to the war of 1739 and Walpole’s commercial policy 
■ towards Spain and the West Indies— a very different affair. But 
Pitt did not enter the House' of Commons until 1735, when the 
Excise scheme was dead and buried. In 1733 lie was simply an 
insignificant “cornet of horse”; so far as I know no utter- 
ance of his on the burning question of the hour in 1733 exists; 
his patron, (^-obham, lost his regiment by his opposition, and had 
Pitt spoken publicly the young officcT would (‘culainly have been 
punished by the deprivation of his coniinission, as haj)pened later. 
Historical students would be glad to hav(‘. Mr. Brisco’s* authority 
for the statement in the text. C. Grant Eobertson 

The Earl^f Federation Motuonent of Australia. By C. I). Allin. 

(British^ Whig Publishing Co., Kingston, Ontario, 1907.) 

Mr. Allin takes up his tale in 1839 ; he ends about 1863. It 
is thus a short period with which* he deals. But within his chosen 
limits he traces exhaustively the history of th(' ^federal move- 
ment. He quotes much from authorities ; and his extracts from 
Australasian papers are especially welcome for the light which 
they throw upon different phases of public opinion in the several 
Colonies. He gives a vivid impression of the conflicting cross- 
currents among which the first schemes of federation were 
launched ; and although he avoids an artificial simplification of 
his highly complex subject, he suggests some valuable generalisa- 
tions as to the objects of the early federalists and the reasons of 
their failure. 

The federalists w^ere a small party in this period. It is true 
that the smallness of their numbers was partly counterbalanced 
by the eminence of some of their leaders. Mr. Ueas Thompson 
and Mr, Wentworth stood in the first rank of Australian states- 
men ; Earl Grey, slight as was the enthusiasm which h’s schemes 
elicited, extorted admiration by his grasp of the main problems 
which vexed Colonial ministries and legislatures. Unfortunately, 
however, the party was lacking in compactness. It*included at 
Idast three sections, w’hose differences were bound to become 
serious as soon as federalism came within the range of practical 
politics. The noisiest, though probably the smallest, section 
inju)B»d the federal cause both in Great Britain and in Australasia 
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by proclaiming that they desired federation as a half-way house 
to secession and republicanism. Another group, equally political 
but less aggressively nationalist, was inspired by Liberal ideas : 
its members hoped, in the ’forties, to use federation as a means 
of obtaining representative government for every part of Austral- 
asia : and after 1850 their interest in the federal idea declined. 
They had now obtained much of what they desired ; the r6st they 
saw their way to obtain by amending the constitutions of their 
respective Colonies. The most important and far-seeing group of 
federalists was that which viewed the subject from an economic 
point of view. They thought it imperative for the future of the 
Colonies that intercolonial trade, the railways, and the postal 
servic.e should be regulated by a central authority. But even 
within this group there was division. All desired a uniform tariff 
policy towards the outer world ; but while some also wished for 
intercolonial free trade, others were only inclined to put such 
constraint on the fiscal policy of single Colonies as would prevent 
an intercolonial tariff war. 

It was the economists w^ho fii'st gave the movement a definite 
form, and their influence was j)aramouut in the pro]V)sals of lOarl 
Grey. Ho attached importance to the introduction of representa- 
tive govcrnm6nt ; but he was not inclined to stof) there. The 
danger of a tariff war was constantly before his eyes, and ho saw 
no other possible safeguard than a federal authority. The probhun 
of defence, afterwards more prominent, gave as little anxiety to 
him as to.liis Colonial supporters; in those days the Pacific was 
not yet a battle-ground for great Powers. ljik(i the Pnited States 
in the first period of their career, the Australasian Colonists w^ere 
then free to think exclusively of developing their domestic re- 
sources. Their misfortune w^as that, in this happy situation, 
provincialism and individualism were free to assert themselves. 
The feeling of nationality had still to be created in the mass of 
the electorate. The fears of each Colony for its budget, of each 
trader for his next year’s balance-sheet, could only be met by 
appeals to economic theories which neither the statesmen nor the 
commercial classes had assimilated. From time to tim(?-the 
merchants saw what they stood to gain by federation ; but these 
glimpses of truth were liable to be obscured at any moment by 
appeals to their immediate interests or their local patriotism. 

Federal schemes began to take shape in 1846, Governor 
Fitzroy has the credit of making the earliest overtures to the home 
authorities ; but Mr. Allin shows good reason for thinking that 
Fitzroy, on this occasion, merely acted as the spokesman of Mr. 
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Deas Thompson, his constitutional adviser, frhe plan which they 
proposed was that which Grey ultimately put into effect. But he 
only adopted it as a counsel of despair, and the event showed, that 
his want of confidence in its efficacy was justified. Fitzroy merely 
suggested the appointment of a Governor-General who, partly by 
■giving good advice and partly by a firm use of the veto, should 
bring the Colonics to a working agreement on the tariff question. 
Grey disliked the remedy. He preferred to rely on a federal con- 
gress or assembly which should have the power to legislate on 
Customs duties and some other matters. This was what his 
Select Committee proposed in 1849, and this was the most im- 
portant innovation in his Bills of that and the following years. 
The fate of both measures was a proof that he had overestimated 
the strength of the movement in the Colonies. No doubt the first 
Bill w’as unnecessarily handicapped by a provision for the enact- 
mept of the first federal tariff by Imperial authority. But the 
.second Bill, which, was free from this objection, received more 
praise in England than in Australasia. As Mr. Allin shows, the 
consideration, which induced the Government to withdraw th<! 
federation scheme of 1850 was the neutral or unfavourable atti- 
tude of the Colonists whom it was proyxjsc'd to gratify. 

All that survived from the wreck of 1850 was tha original sug- 
gestion of Thom{)son and Fitzroy. In 1851 the office of Governor- 
General w^as cn'ated by the Crown ; and Fitzroy, the first holder 
of the office, was particularly instructed to use his constitutional 
powers in such a way as to preserve free trade between Victoria 
and the parent Colony of New South Wales. But the experiment 
failed. The Governor-General dared not exercise his powers ; and 
instead of bringing economic peace to Australasia he became a 
bone of political contention. The other Colonies were jealous of 
the prestige which the possession of the Governor-General gave 
to New South Wales. When Victoria leaped into importance 
through the gold-rush , her politicians claimed that the Governor- 
General ought to have his residence in her capital. An attempt 
to soothe Victoria by cutting down the powers of the Govemor- 
Gewbral proved ineffectual. The office was allowed, after ten 
years of trial, to fall into abeyance. So perished the one visible 
symbol of Australasian unity. Ideas of federation were still in the 
air ; and'they are carefully analysed by Mr. Allin in hjp concluding 
chapter. But they made no progress in popular esteem. Mr. 

Allin attaches some weight to a personal cause in Explaining the 

standstill. In 1858 Deas Thompson threw up his share in the 

agitation, and the party was left without a head. But th(' 
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federalists were by tAis time already beaten ; otherwise Thompson 
would not have withdrawn. The real reason of failure was the 
absence of any argument for federalism which, beside being 
cogent, was perfectly intelligible to the multitude. And the lesson 
of the failure seems to bo that economic interc'sts, however potent 
they may prove in cementing a union already established, are a 
poor substitute for fear or national sentiment in the period of 
formation. H. W. C. Davis 


The New Australian Tariff. (The Tariff Commission, London, 

1907 .) 

The general conclusion of the Tariff Commission regarding 
the effect which the new- Australian tariff may bo expected to. 
have upon British trade is that “it is not likely to diminish, 
and may, on the whole, increase the total volumes “ of British 
exports (p. 1). , * 

This conclusion is merely stated, and is not supported by 
verbal argument. Numerous tables only, with short comnumts 
and explanations, are given, showing the imports into Australia 
for successivQ years of the principal classes of goods, British and 
foreign, separated, and the new and old rates of duties on British 
and foreign goods respectively. For 1905 and 1900 figures are 
given both in the old way and as corrected foi* country of con- 
signment. 

The only numerical estimate of the effect of the new duties 
is the statcunent (p. 8) that “ Australian Treasury officials estimate 
the advantage given under the new tariff' to British trade in com- 
petition with other trade at between £1,200,000 and £1,300,000, 
on the basis of the 1906 imports. Allowance being niade for tbe 
expected increase of United Kingdom trade, these officials esti- 
mate that the benefit will rise to at least £1,500,000.” ^ 

Presumably the “advantage” means the value of trade trans- 
ferred to British exporters. To the extent of a million and a 
half there will be imported from the United Kingdom goods which 
would have been imported to the amount of £1,200,000 from 
foreign sources if British goods had been given no preference in 
the new taiiff. 

In the opinion of the Commission, apparently, this gain will 
be just about" offset by the effect of the general increase of the 
rates of duties. The report, however, does not state whether the 


^ Reuter’s message from Melbourne, Times ^ August 9, 1907. 
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numerical estimate of the Australian Treasury officials is accepted 
by the Commission. 

The tabular statements are clear, and give very interesting 
particulars. A little more explanation might sometimes be desir- 
able. Tables 4 to 10 might mislead an uncritical reader into 
supposing that foreigners have a preference in some cases. On 
“ hats find caps,” for instance, the ” average rate of duty ” is 
given as 24 ‘7 per cent, for goods of British origin, and 18'8 for 
foreign goods. The duties differ for the various kinds of hats 
and caps, and it so happens that the kinds imported chiefly from 
the United Kingdom are subject to the higher duties. On all 
kinds, hovrever, the British maker has a preference. This point 
might have been explained. 

The series of Tables 11 to 16 give, in six classes, ,the vakie 
of goods which were imported from the United Ivingdom and 
from other countries respectively in 1906, and which arc subject 
to preferential treatment. The totals for tJio six classes are not 
summarised, but a simple addition sum shows that other 
countries in .1906 sent nearly millions’ worth of goods which 
now arc subject to preferential duties. These six classes, how- 
ever,. do not cover the whole afea of preference. Part of the 

millions consists of goods which are entirely ‘free when of 
United Kingdom origin, and the total importation of such goods 
from all sources, as given in the six classes, amounts to just over 
1| millions. In a later table (pp. 29-32) there is a list of goods 
which are free when of United Kingdom origin, but t^xed when 
imported from foreign countries, with the value of them imported 
in 1906, when ascertainable. The total in this table exceeds 
3 millions. It may, therefore, be assumed that the total of nearly 
5| millions of trade, which preference may assist the British manu- 
facturer to capture, is an under-statement. 

The reader might have been saved the trouble of making these 
calculations, and some estimate might have been attempted of 
the average rate of preference. 

The Report does not go into the question how many of the 
arCfcles on which preference is given are of a kind which British 
makers can readily produce, or into the reasons why, for instance, 
most of the wire imported into Australia is of German origin, 
whilst wire-netting is mainly British. It is almost entirely con- 
fined to bare statistics, which, though useful, are hardly sufficient 
in themselves to be regarded as establishing the conclusion set 
forth in the opening paragraph. 


C. F. Bickeedike 
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UEcole individuahste et le Socialisme. BAchaux. (Paris : 

Rousseau.) 1 vol. Pp. 330. 

This book is the second volume of a work entitled Les Ecoles 
Ecoiiomiquefi av X7X® Siccle, the first volume of which was 
dovoti'd to the French school. In it the author was at pains to 
demonstrate that the French school was not, as was generally 
believed, a mere pendant to the classic Individualistic or Liberal 
school, but that it had very distinctive features and an originality 
of its own , both in its method and in its programme — the former 
including the judicious use of monographs, inquiry, and statistics, 
the latter sanctioning the intervention of the State in all cases 
where private initiative was inadequate. In the present volume 
is an aiy;rendix containing references to foreign criticisms, in 
which, as the author says, this opinion is confirmed. Judging- 
by one of the critiques, signed by an eminent name — that, of 
Professor Oncken (the others are anonyinpus) — this does not 
seem to be at all the case. He WTites : — “ Their works (those 
of the French Economists) do not constitute a sch.ool based, on 
any original doctrine.” , » 

The volume before us treats of the two gr.eat antithetical 
schools, betvwien which the French school could sanely evolve, 
holding itself equidistant from both, to wit, th(! English Indi- 
vidualistic school and the State Socialism of G-crmany. The 
author repudiates both, calling them illusive theories. But to 
say the ti^ith, his book is not so much a history of the doctrines 
as an exposition of the questions themselves and of the various 
estimates to which they have given rise. Thus we witness a 
march-past of such questions as working-class pensions, taxation 
of incomes, a minimum wage, a general strike, collectivist ex- 
propriation, d’c., with the addition at times of extracts from 
speeches in the Chamber of Deputies, and of divagations on 
Marxism, the Le Play school, and Social Christianity, and we 
the while do not always find it easy to catch the thread of the 
argument. 

The quotations are numerous and highly instructive. T'he 
Austrian psychological school is the recipient of a compliment 
that is very unexpected and not very flattering to it, namely, 
that it has Kot adhered to the ” economic man ” theory, but “ has 
embraced humanity in its entirety,” and has understood that 
“ the springs governing our actions are innumerable.” 

Chables Gidr 



95 


1908} l’iMPOSTA SUL TKASPOBTO DBGLl |b1M1GBANXI 

L’imposta sul trasporto degli emigranti. *By Prof. Pasquale 
Jannaccone. (Torino, 1907. P. 96.) 

In this short monograph Prof. Jannaccone has brought the 
general theory of the incidence of taxation into relation, first 
with imposts upon transportation in general, secondly with 
imposts, upon the transportation of emigrants in general, and 
thirdly with the particular species of this kind of impost that is 
levied by the Italian Government under the law of January, 1901. 
Under the two former of these heads Prof. Jannaccone dis- 
cusses the effect of imposts on transport as regards : (1) the 
interest of the collcttivita within whose territory the transport 
is effected ; (2) the interest of the different markets between 
which the transport is effected; and (3) the private interest of 
the carrier and of the consumers of the taxed service. In respect 
of (1) and (2) the treatment is avowedly slight. In respect of (3) 
it IS more elaborate, attention being paid in detail to the “ eor- 
■ related ” pharacter of the demand and supply for various sorts 
of transport services, and to the complications introduced by 
monopoly, t'he general drift of the reasoning is on lines made 
familiar to English readers by .the writings of Profs. Marshall 
and Edgeworth, and calls for no special comment. In the 
course of the fourth chapter some concrete study is made of 
the elasticity of the demand for transport on the part of emi- 
grants, and a distinction is drawn in this respect between the 
case of emigrants proper and that of persons intending to travel 
backwards and forwards. In his last chapter Prof. Jannaccone 
expresses himself as, on the whole, unfavourable to the Italian 
law. A. C. PiGoc 



NOTES AND MEMORANDA 


On the Manner in which the Percentage of Employed 
Workmen in this Coi'Ntry is Belated to the Import of 
Articles Wholly or Mainly Mancfactdred. 

An argnmont of the following kind has been occasionally 
raised by the advocates of Tariff Reform ; — The import of manu- 
factured articles means the employment of foreign instead of 
British workmen, and protection would transfer to our Own 
v;age-fund the large sums that at present pass, owing to these' 
imports, to foreign workmen. 

It is an extremely difficult problem to confirm ojt to refute an 
argument of this kind. The jolder English economists would 
have met it Jiy an a priori reasoning w’hich ap]5ealed only to a 
small extent to specific experience. The modern economist 
recognises far more clearly the complexity of the 2 >roblem, the 
great part which local circumstance, environment, economic, and 
fwlitical develoiiment play in any real treatment of the question. 
It would probably be impossible to demonstrate the trutl:^ or 
falsehood of the argument in our own case by anything short of a 
gigantic and risky experiment. It is more easy, however, to 
show that no evidence in its favour can be obtained from any 
data bearing on the point available in our own country. 

In March, 1906, the Board of Trade made a return to the 
order of the House of Commons on manufactured imports and 
employment. This return gave the value of imports of articles 
wholly or mainly manufactured in millions of pounds, and the 
average i)ercentage of workmen returned by the Trade Unions as 
not unemployed. The first category is, of course, satisfactory; 
the second undoubtedly applies only to the more skilled types 
of labour, ^ but not only is the amount of employment in the 
skilled class an index to that in the unskilled, but, further, the 
unskilled class is the less likely to be employed in the manufac- 
ture of articles of value, and the more likely to be occupied in 
their distribution. The percentages of not unemployed work- 
men for the years 1860 to 1904 vary considerably, but there is 
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little permanent or secular change. The value of the imports 
steadily rises from f26,000,0(X) to more than five times the value. 
It is accordingly somewhat difiScult from a cursory insj)ection to 
draw any conclusion as to the influence of increase of imports of 
manufactured articles on the extent of unemployment. 

As far as I am aware the statistics have not been used in 
support of the Tariff Keform argument. On the other hand, I 
have not seen them cited as containing, as far as they can be 
used at all, strong evidence against that argument. In the 
accompanying table the first column gives the year. Column a 


Year . 

a . 

a \ 

b . 

b \ 

1860 

1 

1 

Million pounds .; 
26-3 i 


9815 

• 

1861 

27-4 1 

+ *0401 

96*30 

- *0192 

. 1862 

31-0 i 

-f *1161 

93*95 

- *0260 

1863 

32-1 ! 

+ *0343 

96*30 J 

4 - *0142 

1864 

36 h 

+ *1108 

98-06 

4 - *0280 

1865 • 1 

37 1 

+ *0270 

98*20 ! 

4- *0015 

1860 

41-3 j 

+ *1017 

97*35 

- *0087 

1867 

• 43 *8 ! 

+ *0120 

98*70 

1 - *0390 

1868 

• 46 '5 ; 

-f *1011 

93*26 

1 - *0048 

1809 

46-4 1 

-* 0 Q ^2 

94*05 

4 ' *0085 

1870 

• 62*5 

+ *1162 

96*26 

4 - *0226 

1871 

49-3 

- *0649 

98*36 

•+ -0214 

1872 

66*4 

+ *1101 

99*05 

4- *0071 

187.3 

67*0 

+ -0281 

I 98*85 

1 - *0020 

1874 

1 62 1 s 

-H *0821 

1 98*40 

- -0046 

1875 

66-3 1 

+ *0633 

1 97*80 

- *0061 

1876 

1 66*8 

+ *0076 

96*60 

« *0124 

1877 

69-9 

+ *0448 

> 96*60 

- -Oj-OS 

1878 

69*1 

- *0116 

93*76 

- *0197 

• 1879 

66-6 

- *0391 

89*30 

- *0498 

1880 

i 76*4 

+ *1296 

94*76 

4- *0676 

1881 

i 74-0 

- *0324 

96*45 

4 - *0176 

1882 

1 77*3 1 

+ *0427 

97 *66 

4 - *0123 

1883 

79*0 

! + *0215 

1 97*40 

-•0026 

1884 

77*3 

- *0220 

92*86 

- *0490 

1886 

77*6 

+ *0026 

91*45 

- *0163 

1886 

76*8 

- *0091 

90*45 

- *0111 

1887 

77*8 

1 4 - *0129 

92*85 

4 - *0268 

1888 

87*2 

' + *1078 

96*85 

4 - *0313 

1889 

90*6 

i + *0376 

97*95 

4 - *0214 

1890 

89*9 

i ~ 0078 

97*90 

- *0005 

1891 

90*7 

1 + *0088 

96*60 

- *0136 

1892 

90 6 

i - *0011 

93*80 

-*0299 

1893 

89*9 

1 - *0078 

92*30 

- *0163 

1894 

91*6 

1 + *0176 

92*30 

0 

1896 

98*8 

4 - *0739 

93*95 

4 - *0176 

1896 

106*3 

4 - *0706 

96*50 

+ *0264 

1897 • 

109*3 

4 - *0274 

96*35 

-;0016 

1898 

112*3 

^ *0267 

96*85 

+ 0052 

. 1899 

121*6 

4 - *0765 

97*60 

+ 0077 

1900 

128*3 

4 ' *0522 

97*16 

-•0046 

1901 

127*4 

-*0071 

96*20 

-*0099 

1902 

182*5 

4 - -0386 

96*40 

-•0084 

1903 

134*6 

4 - 0156 

94*70 

- 0074 

1904 

136*2 

4- *0044 

93*20 

-•0161 


s^o. 69. — voL. xviii 
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Chabt E. — Monthly Vauiations in Unemployment. 



Table showmg mmthly variations in percentages of Trades Unionists 
• unemployed in : — 

Thick lino "»■» ■ ' fAll the trade of the country. 

Thin line* .... The London building t^adc. 

Dotted line x The whole building trade (Great Britain 

and Ireland). 

The average of each month is taken from the thirteen years 1894 to 1906 in- 
clusive from the figures given in the Labour Gazette. 

gives the import of manufactured articles in £1 ,000,000 f column 
h gives tlie percentage of not unemployed w'orkrnen. These two 
columns are taken directly from the report. Column a' gives 
the rate of increase of the value of manufactured articles on the 
basis of the total of the previous year. In this manner I have 
endeavoured to free my results from the secular increase of the 
value of imports. Column h' gives the rate of change of the 
employed percentage, i.e., if x be the year and b* be the per- 
centage, b' = (64-1 — 

I now proceed to find the correlation of a', which is a 
measure of the tendency of the imports to increase, w’th both 
h and 5 ', which measure the tendency to greater employment. 

If there, is any basis for the Tariff Eeform argument, as far 
as the present statistics are concerned, we should expect the 
relationship to come out negative, i.e., when the tendency to 
imports of manufactured articles is increasing beyond the secular 
rate of increase, we should expect either a downward tendency 
in employment percentage or a less marked tendency to 
increase in the employment percentage. » 


TT 9. 







100 |the economic journal [march 

The following are the values of the statistical constants 
deduced : — 

(i) Mean value of a' . . . , = *03541*0045 

(ii) Variability of a = *04441*0031 

(iii) Mean value of 6 .... =95*51 1*24 

(iv) Variability of 6 . . . .=2*34 1*17 

(v) Mean value of 6' .... =—*00141*0021 

(vi) Variability of h' . . . . = *02101*0015 

(vii) Coefficient of correlation of a' and b . = *31 l *09 
(viii) Coefficient of correlation of a' and V = *47 ±‘08 

In these results the variability is measured in the usual way 
by the ^standard deviation. The coefficient of correlation is a 
coefficient measuring the intimacy of association of two varying 
<j|uantities. It lies between -1 and +.1, being zero when they 
’'aire independent, negative when one decrease’s as the otlier 
increases, and positive when both increase together. . 

We note in the jjresent case from (v) that the mean value 
of V is zero within the limits of the probable error, or there is 
no tendency of the percentage of not unemployed to alter during 
the forty odd years in question. On the other hand a! is sensibly 
positive, or there is a tendency for the irnyw^rts to increase in a 
marked way ; this is, of course, only the analytical (expression of 
the reason wdiich has led mo to use a/ and not a to determine 
the relationshii> of variations in the two variables. 

Turning to the correlations given in (vii) and (viii) w^e 
see that, not only are they both sensible, the one being three 
and the other six times its probable error, but they are both 
positive. In other words, when the imports of manufactured 
goods tend to increase, then not only is there a larger j)crcentage 
of skilled wwkmen not unemployed, but the rate of change from 
nori-ernployirient to employment is greater, or a greater importa- 
tion of manufactured articles is accompanied by a higher rate of 
employment, and a fall in these imports marks increased want of 
employment. If it be said that the increase of imports is a 
result of the larger percentage of employed workmen who have 
thus money to spend, it must be further noted that the correla- 
tion of a' and shows that not only do large imports mean a 
large percentage of employed, but they indicate that the demand 
tor skilled workmen is on the increase. In other words, they do 
not check but favour the tendency to greater employment. 

Now, of course, the data are slender, but, so far as they go, 
they not only lend no support to the Tariff Reform argument, 
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but, on the contrary, they appear to stultify it. Like many 
other arguments used in political controversy, this appears based 
on a misuse of statistics, for, as Lord Goschen said some twenty 
years ago; — “Given a great number of figures partially 
unknown, given unlimited power and discretion of selection, and 
given all enthusiast determined to prove his case, and I will not 
answer for the consequences.” 

Alice Lee 


The Workino of the Unemployed Workmen Act, 1905, in 
Relation to the London Bhilding Trade. 

The part of the above Act which is best known, and with which 
the present pap(‘r will be chiefly concerned , establishes the provision 
of teniporary work to nnomployed workmen. But this, though 
the chief, is only one of the methods by which the Act seeks to 
deal with ^the causes and results of want of work, and the main 
lines on whii'h it is trying to work are three. The above is one, 
among several jvissible ways, of increasing the demand for labour ; 
but the authorities under the .^ct arc further given jxiwer to 
“endeavour to obtain work for the applicants,” aiyl to “estab- 
lish, tak(! over, and assi.st labour exchanges,” this latter and the 
actual provision of work being in London confined to the Central 
Unemployed liody. These methods, which we may call the 
regulation of the supply of labour, and, thirdly. “ the aiding of 
the.cniigration, or removal to another area, of the applicant or 
any of bis dependents,” are the means provided for reducing the 
surplus labour that is on the market. This paper, how’ever, deals 
with the actual method of providing work that has been adopted, 
and its value in relation to causes of unemployrnc'nt tliat affect 
the building trades. The Act itself contemplates the possibility of 
finding and, by means of temporary work, assisting those appli- 
cants who arc honestly desirous of obtaining work, but who are 
temporarily unable to do so through exceptional causes over which 
they have no control.” This is to be done “in such a manner 
as they (that is, in Jjondon, the Central Body) think l est calcu- 
lated to jmt the applicant in a position to obtain regular work 
or other means of supporting himself.” No trade is pertaps better 
able to illustrate the great complexity of the causes tending to 
lack of employment than the Iiondon building trade at the present 
time, or to show that the problems to be dealt with are far less 
simple than the wording of the Act would lead one to suppose. In 
.the first place, the present long-continued depression makes 
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probably the existence of a large number of men unemployed 
owing to excei^tional causes,” but in its normal condition the trade 
has for some time past exhibited other tendencies which the 
working of the Act has proved to be incapable of effective treat- 
ment by the existing method/ The chief causes at work, there- 
fore, must first be described. 

Those causes are not by any means confined to this one set 
of trades, but at least all the so-called fluctuating trades suffer 
from them in different degrees at different timers and places. 
First, there are those influences which tend to cause a permanent 
decrease in the demand for labour, cither an absolute reduction in 
the amount required through, say, a simplification of processes, 
or a change in demand from the labour of one to that of a different 
c^ass of^workers. In either case there is a permanent reduction 
in the demand for the products of certain crafts, and except so 
far as they adapt themselves to the change, or unless a great ,and 
proportional expansion of the affected industry follows, there will, 
be a displacement of some of the w’orkmen. This may show 
itself in the ixirmanent unemployment of some, or. in a general 
reduction of the time wnrked by nearly all ; and •owing to the 
permanency of the cause this stafte of things will tend to coiitinue. 
In the builfling trade new methods of construction, new and 
improved processes, and new materials, arc^ affecting the various 
branches, some of these changes being the slow growth of years. 
The use of ferro-concrcte has largely substituted labourers for the 
carpentei«s who ]>reviousIy did the flooring work, and much less 
brick and stonework is required when the steel framework ^n’O- 
vidcs the main support for the flooring. Again, plumbers arc 
affected by the use of concrete instead of lead flats on roofs. A 
new class of electrical workers now does much that others used 
to perform wdth the old materials. Manufactured stone and sani- 
tary ware have simplified the proccssoB concerned, and left little 
but the fitting to be done ; and the increased amount of joinery 
prepared either abroad or, as regards the local London trade, in 
the ])rovinces, is decreasing the work done on the spot. But 
unemployment so caused, though exceptional, is not temporary, 
and the resulting displacement of labour is a permanent thing, 
and not one to be dealt with by temporary expedients. 

Secondly, many trades experience fluctuations in the demand 
for labour that extend over a series of years, to which the name 
of '' cyclical fluctuations ” is generally given. They may be the 

> Temporary provision of work : for the other moans provided, such as Labour 
Exchanges, majr appear to be what are required to replace the existing arrangomoa^, 
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result of causes that affect the trade of the country generally, 
which tends to improve, first slowly, then rapidly, till it booms. 
Afterwards a decline, first gradual, but then more rapid, sets in 
till the trade becomes stagnant, this being followed by another 
rise, and then as before. The building trade is usually affected 
by such influences somewhat later than others, because activity 
and slackness in it tend to follow, and to result from, periods 
of general pros^xirity and adversity. But variations over a period 
of years may also be due to causes peculiar to a single trade, and 
as a result it may remain comparatively unaffected by the general 
changes in the national business. This has for the last fifteen 
years been seen in the building trade, more especially in London. 
Luring the ’nineties it enjoyed great prosperity, being only par- 
tially affeett'd by the depression of 1893-5, and remained abnor- 
mally brisk from the close of the great frost (February, 1895), 
tlK\cad of 1900, Similarly, the recent revival scarcely affected 
the building trade, particularly in London, where both boom and 
slump have been more pronounced than elsewhere. Such changes 
answer most .closely to the “exceptional circumstances” of the 
Act. For though such variations are recurring ones and, there- 
fore, to some extent calculable, -the long interval between them 
renders them still exceptional, and in a some what^ wider sense 
than that employed in the Act, they are also temporar}\ 

Thirdly, steady and calculable changes take })lace within the 
year in tlu' building, as in some other trades. These are usually 
called seasonal, but may be brought about not only by purely 
cliifiatic causes, but by social influences, which may or may not 
result indirectly from them. A heavy frost stops nearly all outside, 
and, indirectly, much inside, work; but partly owing to the mild- 
ness of recent winters and partly to a change in the use of 
materials— e.gf. , cement for mortar — these stoppages have been less 
frequent in recent years. Less marked in individual years, but 
more consistent, is the influence of general winter conditions; 
and short days, darkness, fogs, and rain reduce the amount of 
employment available from the end of October until March. Large 
contracts have perforce to go on, but smaller ones, and the work 
of the small speculative builder, tend to be crov/ded into the more 
favourable mouths. This is especially the case where time is 
important and a quick njturn on capital is needed ; where public 
convenience is involved, or in business premises; and the inter- 
action of social and seasonal influences is seen in the refusal of 
people to have workmen in their houses during the winter. Purely 
social influences are also found, especially in London, owing to 
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the suiTimer and winter seasons (May to July, and December to 
February), for a great amount is done in the previous months, 
chiefly consisting of rodecorations, repairs, renewals, and addi- 
tions, and as little as possible during the seasons themselves. 
Painters are peculiarly affected, so much of their woi*k being of this 
type, and theirs is the most seasonal of the building trades. Next 
to them bricklayers and carpenters are most, and ston*emasons 
least, affected. The result in London is seen in a very busy period 
in August and September, when all kinds of wnrk are at their 
busiest, and a slack winter period when both seasonal and social 
causes are at work ; but also a less pronounced period of briskness 
in the spring and a decline, also less marked, in the summer — in 
June especially. Elsewhere the variations in employment 
b(^twce]\the seasons are far more regular (see subjoined chart). 
Such causes of unemployment, heavy frosts apart, are in no vsense' 
exceptional, but ownng to the purely temporary nature of snch 
seasonal changes, the resulting lack of employment is, primd facie, 
far more likely to be mot by the provision of temporary work. 

Fourthly, there is that which, for w'ant of a betU'r term, may 
be described as general irregularity ’’ of employm*ent, or loss of 
time between one job and another. No trade, except perhaps dock 
labour, sufi’cls more from this than those engaged in building. 
The causes of this irregularity may bo found in the contract 
system, in the taking on of men for the job only, and without 
references or inquiries, and to some extent in the hour's notice. 
Except for speculative- work, nearly all building is in fulfilment, 
not in anticipation of demand, and the amount of work a firm 
has in hand may vary continually according to its success in 
obtaining contracts, so that a steady total volume of employment 
may mean an indefinite variation from firm to firm. Further, one 
contract may differ widely from another, and need quite different 
hands, and so the total number of men engaged by a firm may 
remain the same whilst the units may vary greatly, as now one 
and now another type of artisan is most in demand. Moreover, 
each foreman engages his men independently for each job and 
dismisses them at the end of it, and even with the foremen of a 
single finn there may be little co-<^rdination, so that a man may 
get taken on or not according as he is known to individual fore- 
men, and ‘men may lose much work through death or change 
among them. Many men are able to move about from firm to 
firm, and so keep pretty constantly employed, and some firms 
may be able to keep, if not all their men, at any rate a nucleus 
of older hands, permanently employed ; but most men are only 
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engaged for a job, and are discharged at the end of it. Each 
firm, therefore, and still more each district, tends to have its 
reserve of casual hands employed “off and on,’’ and the size of 
London and the number of building firms makes much leakage 
inevitable. Moreover, the lower we g(;t in the scale and the 
smaller the firm, the more irregular is the work. Veiy small 
firms, of which there are a considerable number, will sometimes 
have three or four men hanging on to them, to whom they will 
give a few days work a week when able to do so, seldom 
having anything like regular work to ofi’er. Thus a reserve of 
labour is found which, except in seasons of exceptional prosperity 
like 1899, is never regularly employed. Many men (wen now are 
able in normal years to get regular work, and the hour’s notice 
system enables them to leave a job that is finishing and pick up 
another that is likely to last ; but a very large number have neither 
th(i knowledge nor enterprise to look beyond their own immediate 
.circle, and have to be content to remain casually employed by the 
firms they know. 

But whilst the hour’s contract is of assistance to some of the 
men, it has, ‘in conjunction with the accepted policy of never 
asking or receiving references from the men engaged, had some 
less beneficial results. A man is put on without toy questions 
asked, and is judged solely by his capacity, whilst the employer 
is able to protect himself through his power of dismissal. The 
result is that the trade, and especially the easier branches, such 
as labouring and the simpler painting, get a continuous stream 
of non-bonA-fid e workmen . For whilst especially with the smaller 
firms the chances of regular work are greatly reduced, there are 
almost limitless orqjortunities of getting casual jobs, and few need 
despair of doing so. So the failures of all other trades, the men 
with no particular trade, and also soldiers and sailors, drift into 
the branches mentioned, and every general labourer is potentially 
a builder’s labourer. Many of these men are gradually falling 
out of the ranks of regular industry, and may after a few years in 
the building trade sink to oven more irregular employment at 
the docks. Similarly, that class who spend their youth moving 
from one boy’s job to another without learning anything often 
find refuge among the builders’ labourers, and so swell the number 
of the casually employed. So far we have only dealt with the 
better class, men who, whether legitimately in the trade or not, 
have at least the desire, if not the ability, to work regularly at it 
The facilities not oidy for getting, but for leaving a job at will, 
attract many into the trade who have no desire to work con- 
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tiiiuously ; men who wish to work to earn the money to drink 
with, or having earned a few shillings wish to spend it, or men 
who prefer spells of idleness as well as of work, and during the 
former live on the earnings of wife or children. The work is 
therefore spread more and more over a continually growing number 
of casual labour(Ts, and the chances of regular work for the legiti- 
mate members of the trade grow less and less. This irregularity 
of work is practically chronic, and in no sense exceptional, many 
of the applicants never having had regular work. As a cause of 
unemployment this is permanent and continuous, becoming acute 
in good, and being at best mitigated in bad years. 

The simple problem, therefore, of men normally self-support- 
ing but temi>orarily unemployed — with which the Act proposes 
to deal by means of temporary employment — is found to be one 
of* a congeries of problems, due to the number of the causes of- 
unemployment, and their interaction one upon another, as, for 
instance, the influence', of casual labour on lack. of employment due 
to “ cjadical ” or “ seasonal ’’ causes. For it exists in all years and 
all months, not merely in a tew. In bad years, and still more 
in slack months, wc may find some men employed who will be out 
when things are better, though* the reverse wdll^ be true in the 
majority of oases. The volume of unemployment will bo less at 
one time than another, but som(i men will always be casually 
employed. Of men temj;>orarily and exceptionally distressed 
there are no doubt many, though how far the Act has reached 
them is more doubtful, but the vast majority of the applicants 
are either men permanently displaced or men who have never been 
regularly employed. In reference to this point the following 
quotation from the Report of the Stepney Distress Committee 
(July, 1906, to June, 1907) will bear quotation : — “From these 
figures it is clear that relief work has not boon effective in prevent- 
ing a general downward tendency. In 1906 42 men could be 
classed as regular against 58 casual ; in 1907, of the same men, 29 
were regular, 71 casual. Moreover, 45 per cent, of the men 
relieved last year have come back again as poorly oft' as ever. 
Has relief work tended to arrest this state by tiding men over a 
hard time, or actually promoted it by rendering them in some 
way less efficient? ” 

The method adopted has been to give, after a strict inquiry into 
the industrial character of the applicant, a short period of work, not 
exceeding a maximum of sixteen weeks in one year. Every effort 
is made to enable and induce those who are thus helped to obtain 
work for themselves in the open market, both before and whilst 
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they are on relief work ; and all that can be done is done to prevent 
the assisted workmen from losing touch with their more normal 
sources of employment. With every precaution, however, this 
provision seems little calculated to meet the cases of those who 
are permanently displaced, or who, without being permanently 
displaced, have found their work, once regular, become irregular 
through* a i)ermanent reduction in the demand for labour in their 
trade. Whilst, as a matter of fact, comparatively few skilled 
workers of this sort make use of the Act, no merely temporary 
provision of this kind is likely to be sufficient to meet what is a 
permanent reduction in the demand for labour. On the contrary, 
such temporary work may keep men in the trade casually 
employed on odd jobs after it has ceased to afford them prospects 
of a decent livelihood. The result will be, tliercfore, to check the 
natural flow of surplus labour into other trades, and toTlecreasc 
th(‘, mobility of labour at the very time when it is vitally imjwtant 
.to increase it. What is wanted is to transfer to other trades and 
places those for whom the trade itself has no room, and to 
accelerate, rather than decrease, as the Act tends to do, the speed 
at which this* change takes place. Again, as regards those who 
are displaced in their own traders and try to find a livelihood in 
some branches of building, the Act, by offering this chance of 
eking out irregular employment, will only foster a tendency that 
should be severely represscKl. The remedies for unemployment of 
this typ(*. would appear to lie chiefly outside the Act — in improved 
facilitk^s for learnijig cognate trades, in improved trade .statistics, 
ciutbling the change' to be foreseen sooner and met more quickly, 
and in removing the surplus. So far as the Act will assist, it will 
be by labour exchanges, or in the last case, emigration, whilst the 
farm colony, by helping to fit surplus labour for other occupations 
in other countries, has its own possibilities. 

“ General irregularity of work, the most wides]>read of the 
causes of unemployment, is perhaps the least suitable for the 
method of treatment under discussion. The work provided is at 
best but another casual job to this type of worker, and has in his 
case peculiar disadvantages. For the hope of work tends to keep 
men hanging about the offices of the committees, losing not 
only other opportunities that may offer, but also their self-reliance 
and their efficiency, such as it is, in finding jobs. •Time and 
again it happens that no sooner is such a man offered work than 
news comes that he has obtained a job on his own account. 
Further, cases are kiiowm where a man after a long spell of relief 
work finds that he has lost the capacity for picking up casual jobs, 
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and whilst still remaining a casual labourer, he has become a less 
efl&cient one. Similarly the Act will not prevent boys growing 
up untrained and casual, but by encouraging an early dependence 
on relief works will tend to make them more casual and less 
efificient than they otherwise would have been. The man who has 
lost his trade is also rather encouraged than repelled, and the 
casual by preference has no objection to hanging about thie offices, 
and hopes for an easier job under laxer supervision than that of 
a contractor. If any part of the Act is likely to assist in removing 
such cause of unemployment it is the labour exchanges as out- 
lined by Mr. Beveridge in a previous number of the Journal. 

We may now turn from those cases wdiere temporary relief 
work is most obviously unsuitable to those wdiere there is, at 
any ratQ, some case for the methods of the Act, and where some 
means of increasing the demand for labour at slack periods seems’ 
most clearly called for ; that is in the case of those periodic changes 
which oi>crate over a series of years, or more quickly within the. 
limits of a single year. One method of doing this comes quite 
outside the scope of the Act, namely, that manipulation of public 
and, especially, municipal contracts, with a view^*to equalising 
demand between different perieds, which is favourc'd by .many 
high authortties. For instance, some boroughs already do as 
large an amount as |X)ssible of their municipal work in th(' wdntor ; 
but, further, it is proposed that such of the larger public contracts 
as are less immediately necessary should be kept in hand till 
a slacker •period of trade. Such a policy, if practicable, would 
be more easily applied to building than to almost any trade, and 
w^ould have the double effect of decreasing the demand for labour 
at busy, and increasing it at slack periods, thus increasing the 
percentage of steady emiffoyment, and of those regularly, at the 
expense — let it be granted — of those casually employed. 
Secondly, there is the simple provision of additional employment, 
either by voluntary aid, as under the Act, or at public expense. 
This is where there is, prima facie, a case for the method in use, 
and the carrying out of intrinsically useful work that would not 
otherwise be done, as at Fambridgc and Hollcslcy, is admittedly 
the best and least dangerous method. As between the system of 
distress committees or the provision of work carried out under 
normal contract methods, every argument seems to favour the 
latter, given certain safeguards. 

In the first place the length of time, often unavoidably, taken 
over a case tends to keep men hanging about the offices, and to 
sap their self-reliance, and also to check that mobility from one 
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job to another, on which the success of a building operative 
depends. Secondly, the applicants are seldom the most efficient 
of the unemployed or men temporarily unemployed owing to 
cyclical or seasonal fluctuations, but though in a majority of cases 
honest and deserving enough, too often chronic casuals and not 
very cflicient workers. Again, the work done has proved more 
ox}>ensive and of inferior quality to what would have been done 
under contract, and in this respect the opinions of most distress 
committees coincide, though, considering the character of the 
labour and the conditions of its employment, it has often, but 
not always, been creditably performed.' Finally, relief work in 
this form cannot be varied to suit different trades, and is largely 
confined to the rougher labouring work, and there are few openings 
suitable to artisans, either in the building or any other trades. 

To these objections work put out to contract would^not^be 
liable.. It would be taken in hand when required, and men would 
.bo taken on without delay. The sharpest, most enterprising, and 
most efficient type of unemployed would get employment, the 
shirker and inefficient, even if taken on, would soon be found out 
and discharged, l^etter value would be obtained for the money, 
and t,herefore a given sum would provide a greater amount of 
work, and, moreover, it might be possible, especially with the 
building trade, to provide work more suitable to all classes, and 
more likely to be utilised by the artisan. Purely business 
principles w^ould govern the carrying out of such contract, though 
it might bo possible to make greater use of employment exchanges 
thaji in ordinary works, and a “local labour clause “ would almost 
certaiidy bo required. But no man would be given the right of 
demanding employment ; and whilst standard wages and con- 
ditions would be observed, retention or dismissal w^ould be a matter 
for the contractor alone, and laziness, incompetency, and insub- 
ordination w^ould obtain short shrift. Under these conditions it 
would appear that work provided to meet periods of slackness 
would have the greatest hopes of success, with the further advan- 
tage that the giving of additional work to the open market might 
tend to check a decline or hasten a revival. Many difficulties 
remain, no doubt, to be overcome, but this appears in ihe light of 
recent experience to be the most hopeful method of providing 
work for some classes of the unemployed. For c^ihers quite 
different treatment and different methods seem to be needed. 

^ On more than one occasion men have complained that their fellows on relief 
work were a very rough crowd, and that the standard of work was so low as to be 
even unpleasant in cold weather. One man complained of not being allowed to 
work hard enough to keep warm. (Stepney Distress Committee, Report, 1906-7). 
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The Act, as a whole, therefore, whether in relation to trade 
generally, or more particularly to the building trades, may be 
regarded as not very successful in what it has actually accom- 
plished, but at the same time of extraordinary suggestiveness. 
Judged by what it has done it has been at best a modified failure, 
but by what it has taught undubitably of great utility. Failure 
to touch some causes of unemployment, wrong methods in others, 
harm done in individual cases there may have been, but its cost 
has been small, no dangerous precedent has been created, and no 
new evil tendencies encouraged. For this it has enabled its 
administrators to realise the vast complexity of the problems 
before them, and the different evils requiring each a different 
remedy, whilst it has tended to check dangerous experiments and 
wild-cat schemes. It may not itself have dealt with unemploy- 
me*nt, but it has given the knowledge necessary for beginning’ 
a sound and scientific treatment of its problem. Finally, the 
failure of its main })lank — relief work — has thrown greater light 
on the possibilities of other expedients that it has forwarded, 
namely, that of the labour exchange, and that of migration and 
emigration, especially wlien worked hand in hand with the latter. 

• N, B. Dearlb 


The Swjss Chocolate Industry. 

Amongst the industries of the small but industrious Swiss 
federation, that of chocolate has attained a position of surprising 
eminence in an unusually short period, and it is well worth 
while to devote a little space to the careful consideration of this 
subject. The present period, which marks a turning point in 
the history of this Swiss industry, is a peculiarly suitable one 
to choose for taking a survey of the formation, progress, and 
Jposition of the chocolate industry in Switzerland. 

In the third quarter of the nineteenth century this industry 
was still almost entirely restricted to providing its own country 
with cocoa prodticts. Then in the year 1875 D. Peter dis- 
covered milk chocolate, and this afforded the impetus that made 
what is now one of the foremost of the Swiss industries out of 
one which ^as at that time so modest. At first, however, it 
only progressed very slowly. In the year 1890 the entire total 
of the exported cocoa products only amounted to about £85,331 ; 
of this sum about £78,409 resulted from chocolate, and about 
£6,862 from cocoa and chocolate paste — very moderate figures. 
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It is, however, worthy of remark that even at this time the most 
important countries were to be reckoned amongst the purchasers 
of Swiss chocolate ; it is true the value of the quantity despatched 
to the single countries only amounted to a few hundreds or 
thousands of francs, but we may learn from this that the manu- 
facturers had begun to send out feelers on all sides of the 
com})ass4o try to find a sale for their ware, and, as a matter 
of fact, the foreigner found the Swiss milk chocolate to his 
taste. 

The propaganda used to puff the article wore at first extremely 
moderate in tone, and referred with great aptitud(i to the excel- 
lent qualities of the Swiss Alpine milk contairH‘d in this product. 
The sale grew from day to day. It was still ix)ssible to meet 
the requirements of the market with the industrial facilities then 
in hand. But when the demand increased so tremendously tlfat 
the value of the quantity exported from year to year rushed up 
to millions, it was no longer possible to keep up with it with 
the existing means of production. A considerable enlargement 
and improvement of the industrial facilities proved to be neces- 
sary. To this* end an eaiormous capital was required, and in 
order to procure^ this capital many business concerns were con- 
verted into joint-stock companies. A period of speculation then 
commenced for the Swiss chocolate industry. 

Equipped with vast factories provided with the newest 
machinery worked by the cheap force of nature, electricity, the 
Swiss chocolate industry entered u|X)n a new stage. If until then 
the -power of production had been behind the requirement, the 
condition of things w^as now reversed ; a sale was needed and 
sought for. If manufacturers had hitherto — at least, in other 
countries — worked tolerably amicably side by side, henceforth 
commenced a fierce war of competition between the various Swiss 
factories—a war that was raged to the point of animosity with the 
weapons of puffing advertisements, of discount to the retailer, 
&c. The industry as such flourished, however, for in consequence 
of this rivalry the manufacturers took paius to increase the excel- 
lence of their product, and thus it came to pass that they not 
only preserved the old markets, but also conquered new ones in 
plenty. The exports increased from year to year by leaps and 
bounds: 'in 1895 the returns were about i‘150,509, viz,, about 
£129,956 from chocolate and about £10,533 from cocoa and 
chocolate paste; in 1900 they had reached about £434,599, viz., 
about £403,645 from chocolate and about £33,114 from cocoa and 
chocolate paste ; while in 1906 the returns amounted to about 
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^1, 463, 196, viz., chocolate about £1,367,303 an(i cocoa and choco- 
late paste about £86,492. The quantity exported has thus 
increased more than tenfold in eleven years. 

In order to obtain the value of the entire production of the 
Swiss chocolate industry, we must add the amount consumed 
in the country itself to the amount exported. No numerical 
estimate is to be found upon this subject, but we shall not go 
far wrong if we value the home consumption at about £56,000. 
If we assume the average rate to be £14 per 100 kilogrammes (the 
rate of export in 1906 amounted to about £16), we obtain a total 
value in round hgures of £2,000,000, or a sale of 14,290,000 kilo- 
grammes. 

Let us now glance at the conditions under which this Swiss 
industry works. The price of the most important raw materials, 
which ‘have to be imported from foreign parts— viz., cocoa-beans 
and sugar — is hardly raised at all by duty, cocoa costing 1 franc 
per 100 kilogrammes and sugar 5 francs. The milk was to be 
obtained at a reasonable price in the country itself by .purchasing 
enormous quantities at a time, as chocolate factories are bound 
to do. The swift-flowing rivers generated more than enough 
power to drive the machinery by electricity, and manual labour 
was purchasable at a proportionately lower wage. 

With the year 1906 a tremendous revolution begins in the 
Swiss chocolate industry — a revolution that is not yet ended, and 
the, result of which cannot with certainty be foreseen. Whence 
comes tljis change? Eeference has already been made to the 
violent war of competition between the various Swiss firms. . All 
attempts to put an end to it were futile, until outward circum- 
stances led the jealous wranglers to the right road, and these 
circumstances were the unusual increase in the prices of the raw 
products in 1906. The consumption of milk had increased 
enormously likewise from year to year in other industries in the 
making of which milk was employed. This had raised the price 
,pf milk little by little, and occasioned the Swiss firms either to 
^connect themselves with an establishment where milk was em- 
ployed, or to establish such, or to found branch factories in foreign 
countries. Added to that came the enormous advance in cocoa 
towards the end of 1906, the corresponding rise in the prices of 
cocoa-butter, the higher price of tinfoil, and last, but ’not least, 
upon the raising of wages, organised agitation arose among the 
factory hands. It became necessary to guard the mutual interests 
'Of the manufacturers, and two different unions were started 
almost simultaneously. One of these originated in 1906 upon a 
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national basis, with the immediate object of generally raising the 
prices of the inferior sorts of chocolate, and at the end of August, 
1907, of the better sorts as well ; the union was also to regulate 
the proportion of discount to the retailers. Most of the Swiss 
chocolate factories joined this syndicate, and by that means the 
outgrowth of a measurelc^ss war of competition was cut off. It 
is to be hoped that this syndicate will also help in time to bridle 
the mad waste of millions of money in purposes of propaganda ! 

By the side of this national union stands a younger inter- 
national one in Hamburg, a company for the purchase of cocoa, 
founded at the beginning of 1907 with a capital of about 600,000 
marks. The most influential German, Austrian, and Swiss firms 
belong to this company. Started under the influence of an advance 
on the cocoa market, chiefly worked by the agents, it ought to 
serve in the first place to do away with those agents, to ovfertufn 
the dominating advance faction, and to render further speculative 
manoeuvres of the same sort impossible. Though this company 
has existed -and carried on operations for more than half a year, 
no kind of calm is to be noted in the cocoa market ; the prices 
have maintained their tendency to rise, and since the middle of 
1906 have climbed up to about 100 per cent. What has become 
of the pacifying influence of this company for the ^)urchase of 
cocoa? It has failed to act for two reasons. In the first place, 
the members are not bound to buy through the company — indeed, 
only too often they go to the agents whom they w^ant to get rid 
of ; and in the second place, people seem to have forgotten that 
speculation is not a privilege of agents alone, that planters may 
engage in it, too, and, apparently, do so to a considerable extent. 

If the first half of 1 907 strengthened the position of the Swis^ 
chocolate factories through the founding of this company for the 
purchase of cocoa, it was obliged to witness on the other hand 
the downfall of two firms. One may reasonably characterise both 
these crashes as the result of speculating in this industry — and-^ 
every speculation will have its victim. No injury to the industry 
has accrued so far from this; on the contrary, rather a benefit; 
has follow^ed, for it urges caution upon others. Partly before 
and partly since these catastrophes a certain moderation in the 
extravagant puffing advertisements has been observed in some of 
the Swiss chocolate firms. In addition to this some of the larger 
businesses are earnestly seeking to improve the condition of their 
staff of workers by raising their wages, by shortening the hours 
of work, and by all sorts of arrangements for their welfare. All 
thesB measures conduce to confirm the economical position of the 
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existing Swiss chocolate factories; but at the same time they 
make the starting of new branches hard by increasing the diffi- 
culty of procuring consideration for a new label by the side of 
the well-established old ones. It almost seems as if free com- 
petition is loading to monopoly along the I’oad of challenge, and 
this road has lately become exceeding broad . 

A. Mttriel Farrer 


The Economic Legislation of 1907. 

Although shorter by an autumn Session than the Parlia- 
mentary year of 1906, the past year has been equally productive 
iij^qui^itity. This may be accounted for by the Government not 
having attempted to pass any measure as contentious as the Educa- 
tion Bill of 1906. At the same time, several of the new statutes — 
such as the Small ?Ioldings and Allotments Act, the Territorial 
and Reserve Forces det, the Criminal Appeal Act, and the 
Deceased Wife's Sister's Marriage Act— have been the subject of 
much debate and of difference of public opinion. 

Reviewing the legislation as a w^hole, we begin with » 

I. Acts applicable to the Empire at large. 

Out of a revenue of :£144,00(),000, estimated upon the basis of 
past taxation, the Appropriation Act (7 Edw. VII., c. 20) author- 
ised an expenditure on the Navy of thirty-three millions sterling, 
a reduction of half a million from the year 1900 ; on the Army 
thirty-one millions, with a further three millions for the Ordnance 
factories, a total reduction of two millions, in connection with 
which we note that the standing army authorised by the Army 
{Annual) Act (c. 2) is 190,000—14,000 fewer than in 1906. The 
Education vote increased from seventeen millions by nearly three- 
quarters of a million, and a grant of ^£280, 000 was made in relief 
of the island of elamaica after the earthquake. An additional 
f 800 ,000 is authorised by the Public Works Loans Act (c. 36), to 
be advanced by way otJoan to that island. Under the same Act 
Nigeria is to have a loan of £2,000,000 for the purpose of con- 
structing ^and improving railway communication. The Transvaal 
Loan (Guarantee) Act (c. 37) guarantees the repayment of a 
£5,000,000 loan to be raised by the Transvaal. The British North 
Act (c. 11) amends the scale of payments to be made 
by Canada to the several provinces of the Dominion for their 
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local purposes and the snpjfwrt of their Governments and kigisla- 
tures. Turning from the financial Acts, tlie Australian Stairs 
Consiif,ulion Act (c. 7) amends the law relating to the reservation 
for his Majesty’s [>leasure of Bills passed by the Legislatures of 
the States forming part of the Commonwealth, and confirms 
c(u tain Acts passed by those legislatures. Among the Bills which 
need not 'be reserved for consent are those for a temporary law 
to meet some public and pressing emergency. 

The Council of India Act (c. 35) makes certain changes in 
the constitution of the Council. The number of members is 
to be not loss than ten and not more than fourtcion , as the Secre- 
tary of State may determine from time to time. A member’s 
salary is reduced from .€1,200 to €1,000 a year, and his term of 
office from ton years to seven years. The majority of the members 
must bo num who have not left India more than five years liefore 
their aj>ix)intm(mt, instead of ten years as previously. 

1,’he Merchant Shipping Act (c. 52) provides that the deduction 
allowed to be made in resjx'ct of the space occupied by the pro- 
pelling power when calculating the register tonnage of a steamship 
shall not exceed 55 per cent, of the register tonnage ; the; restric- 
tion does not apply to tugs, and does not apply until January 1st, 
1911, t<j ships constructed under a contract made previously to 
May 1st, 1907. 

The Territorial and Reserve Forces Act (c. 9) is most suitably 
considered as one of the Acts applicable to the Empire. Bart 1. 
provides for the establishment by the Army Council of ,an asso- 
ciation in every county of the United Kingdom for the purposes 
of reorganising and administering the military forces other than 
the regulars and their reserves. The associations have not any 
powers of command or training over any part of the military 
forces, but they are to ascertain the military resources of the 
counties and to render advice and assistance to the Army Council. 
Various powers and duties may be imposed upon these associa- 
tions, in particular the maintenance of the units of the Territorial 
Force at all times other than when the units are called out for 
training or actual military service; recruiting; providing rifle 
ranges and sites for camps; facilitating the provision of areas 
to be used for manoeuvres ; arranging with employers of labour 
as to holidays for training, and ascertaining the times of training 
best suited to the circumstances of civil life ; establishing or assist- 
ing cadet corps ; providing horses for the peace requirements of 
the Territorial Force; providing accommodation for the sa& 
custody of arms ; paying allowances to the families of men of the 
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Territorial Force when embodied or called out on active service ; 
and looking after reservists and discharged soldiers. The expenses 
are met by th(‘ Army Council as part of the annual cost of the 
Army. Part IT of the Act decals with the raising and mainten- 
ance* of the Territorial Force, with enlistment aiid the term of 
servjct* th(*rein, and discharge therefrom. Any part of the Force 
shall be liable to serve in any part of the United Kingdom, but 
no part shall be ordered to go out of the United Kingdom, though 
any part may volunteer to serve abroad, or to be called out for 
actual military service for purposes of defence bed'on* th(‘ Fon^e 
is embodied. Every recruit must undergo preliminary training 
during the first year, and every man of the Force must undergo 
annual training. Immediately u]X)n the Army Res(*rve being 
called out on permanent service, the Territorial Force may be 
effibolTied, and any man who fails without leave to attend on 
embodiment shall b(' guilty of desertion, and be liabk* to Ix' tried 
by court-martial. Part 111, deals with the Reserve Forces, and 
the most noteworthy provisions are those which mcorfxirate the 
Militia into th(‘ Army Reserve, and create a class ol special 
reservists, consisting of men who have not &eivi‘d in the regular 
forces. 


IT. Aefs applicable to the United Kingdom, 

The first to be considered is the Finance Acl (c. 13). The 
Chancellor of the Exchequer had a surplus for Ihi^ y(*ai of threi* 
and a half millions, estimated on tlu^ same basis of taxation as 
in the year 1906. To this he added another €600 ,000 by aiAend- 
ing the scale of Death Duties, which now range from £i per 
cent, on an estate worth between flOO and £500, to £10 ]K)r 
cent, on the first £1,000,000 of estates of £3,000,000, and £15 
per cent, on the* remainder. The only remission which the sur- 
plus |)roduced w^as 3d. in the pound off the Income Tax payable in 
respect of earned incomes where the total income from all sources 
does not exceed £2,000. This remission was calculated to dis- 
pose of £1 ,260,000 of the surplus ; as to the general Income Tax 
of Is, in the pound, that must now be considered to be per- 
manent. 

The Telegraph (Money) Act (c. 6) allocates the sum of 
£6,000,060 to the purpose of developing the Government tele- 
phones. 

» The Butter and Margarine Act (c. 21) is directed against the 
^^’'present adulteration of butter. Butter factories— that is, premises 
where butter is blended or reworked —and consignments of milk- 
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blended butter are to be registered as margarine factories and 
consignments of margarine hitherto have been. These factories 
will bo under Government inspection. There is a prohibition 
of adulterants in butter factories and against the manufacture 
or importation of butter, margarine, and milk-blended butter which 
contains more than the limit of moisture— 16 per cent, in butter 
and margarine and 24 per cent, in milk-blended butter. There 
are provisions as to the marking of wrappers used in connection 
with margarine, and as to the names under which margarine and 
milk-blended butter may be sold. Penalties are ])rescribed for 
offences under the Act. 

An imjxirtant measure is the Limited Partnership Act (c. 24), 
which ii3troducos to us the system of the societe en commandite , 
long established on the Continent. The idea is that an oytsWer 
should be able to put capital into a business and be remunerated 
by a share in the profits, without the fear of risking his whole 
fortune through the business failing. A limited partnership 
shall not cVmsist, in the case of a banking business, of more 
than ten p('rsons, and in any other case of more than twenty, 
and it must be registered, or in default every limited partner 
becomes a genera) partner, and as such fully liable for the debts 
of the firm. A limited partner may not take any *part in the 
business, and his death or bankruptcy does not necessitate a dis- 
solution. As regards compulsory winding-up, limited partner- 
ships arc in the same positions as companies. Patents and 
designs have been dealt with in two Acts, the Patents and Designs 
{Amendment) Act (c. 28) and the Patents and Designs Act (c. 
29), the latter of which repeals the former. The Act (c. 29) is 
of considerable length, and practically repeals and codifies all 
previous legislation on the subject. Among the new provisions 
is one by which a grant of patents may be made to two or more 
persons, who, subject to any contract to the contrary, shall be 
severally entitled to use the invention without accounting to one 
another. An important section of the Act provides for the revo- 
cation of a patent on the ground that the patented article or 
process is manufactured or carried on exclusively or mainly out- 
side the tJnited Kingdom and satisfactory reasons are not forth- 
coming tq explain why the work is not done in the United 
Kingdom. 

The Public Health {Regulations as to Food) Act (c. 32) enables 
regulations to bo made as to importing, preparing, storing, *aii| 
distributing articles of food or drink intended for sale for humaif^ 
consumption. Hitherto it has only been iK)ssiblo to seize and" to 
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condemn unsound food when it has got into the hands of the 
retailer. 

The Factory and Workshop Act of 1901 has been made to 
apply to laundries carried on by way of trade or incidentally 
to the (Hirposes of any public institution, and the hours of em- 
ployment of women and children in laundries are regulated 
(Factory and Worhsliop Act, c. 39). Charitable institutions and 
reformatories where manual labour is exercised upon articles not 
intended for the use of the institution also arc brought within 
the provisions of these Acts, 

The object of the Notification of Births Act (c. 40) is to 
reduce the rate of infant mortality. The Act applies to areas 
where it is put into force by the Local Government Board, or 
adoj^ted by the local auihority, and a local authority must then 
bring its terms to the notice of all medical practitioners and 
midwives practising in the area. When a child is born .in .that 
area, the father, if ho is residing at the time in the house where 
the birth takes f>lace, and any person in attemdane’e upon the 
mother within six hours of the birth, must within thirty-six hours 
of the birth notify in writing the district medical officer of health. 

The Employ rrs' LiabtUty Insurance Companies Act .(c. 46) 
applies tlm provisions of the Life Assurance Companies Acts of 
1870 to 1872 to companies which carry on the businc'ss of insuring 
employee’s’ liability, with the followiiig exceptions : —Any com- 
pany nliich carries on such business as incidcuital to marine 
insurance; an association of employers which carri(*s on such 
business mainly for the mutual insurance of its members; a 
member of Lloyd’s or any other association of underwriters ap- 
proved by the Board of Trade, provided that he deiK)sits ^2,000, 
and makes an annual return to the Board of Trade of the t‘xtent 
and character of such business effected by him, and complies 
with certain other conditions. 

The intention of the Deceased Wife's Sister" s Marriage Act (c. 
47) is well known. No marriage heretofore or hereafter contracted 
between a man and his deceased wife’s sister shall be deemed to 
have been or shall be void or voidable as a civil contract, by 
reason only of such affinity. No clergyman of the Church of 
England shall be liable to any such f)cnalty, or censure, whether 
civil or ecclesiastical, for anything done or omitted to be done 
by him in the performance of the duties of his office to which 
he would not have beet) liable if this Act had not been passed; 
and when any such clergyman refuses to marry two persons who, 
but for such refusal, would be entitled to be married in his 
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church or chapel, the clergyman may — though he is not obliged 
to-— permit any other clergyman to perform the service in such 
church or chapel. Nothing in the Act relieves a clergyman of 
the Church of England who marries his deceased wife’s sister 
from ecclesiastical censure. 

The Companies Act (c. 50) is very important, and is mainly 
concerned in ensuring still greater publicity in companies’ affairs. 
For instance, a company which refrains from issuing a prospectus 
on its formation has to file with the Eegistrar all the informa- 
tion which a prospectus should have contained ; a company must 
file a balance sheet annually with the Eegistrar ; the classes of 
mortgages and charges which must be registered are extended ; 
the enforcement of a security must bo registered ; full 
publicity is given to the register of mortgages ; a liquidator 
{l}>pointed in a voluntary winding-up must file with the Ed^gtsttar 
notice of his appointment ; creditors have increased opportunities 
and powers in a voluntary winding-up; and, for the first time, 
foreign cofiipanics which have a place of business within the 
United Kingdom are subjected to certain requirements. The 
Act recognises*'* private ” companies; but the expression is used 
in the narrow semse of a company which by its articles (a) re- 
stricts the right to transfer its shares, (b) limits 4he number 
of its members to fifty, and (c) prohibits any invitation to the 
public to subscribe for shares or debentures. These “private” 
companies arc cxem])ted from some of the requirements con- 
tained in the present and in previous Companies Acts. 


111. Acts applicable to England, Wales, and Ireland. 

The Married Women’s Property Act (c. 18) deals among other 
things with the decision in Re Harkness and Allsopp (1896), 2 ch., 
358, and now a married woman is able to dispose of any property 
of which she is trustee without the concurrence of her husband. 

A matter of considerable public importance is dealt with by 
the Lights on Vehicles Act (c. 45). Every person who shall 
cause or permit any vehicle to be in any street, highway, or road 
to which the public have access during the period between one 
hour after sunset and one hour before sunrise, shall provide such 
vehicle with a lamp or lamps, in proper working order, and so 
constructed and capable of being so attached as when lighted 
to display to the front a white light visible for a reasonable dis- 
tance. If only one lamp is so provided it shall be placed on ,tbe 
bflside, and if any lamp shows a light to the rear, such light sball 
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be red. If there is a load projecting more than six feet to the 
rear, a rear light is essential. The driver or person in charge 
of the vehicle must keep the lamps properly trimmed, lighted, 
and attached. A borough council may exempt from the opera- 
tions of the Act any vehicle which is carrying inflammable goods, 
or a vehicle within any place in which it would be dangerous to 
enforce the provisions of the Act owing to the fact that inflam- 
mable goods are usually stored or dealt with in or near the place. 
County councils may exempt vehicles carrying farm produce in 
the course of harvesting. Bicycles, tricycles, motor-cars, and 
locomotives which already are obliged to carry lights, and vehicles 
drawn or propelled by hand, arc not within the Act, nor are 
vehicles in the public service of the Crown, winch may be 
specially exempted in naval or military interests. Some of the 
exSHiptions from the operation of this Act may, it is feared, miti^ 
gate against the general usefulness of its provisions. . . 

Another Act of extreme importance is the Public Health AcU 
Amendment Act (c. 53). the many provisions of which can only 
be referred to shortly here, but it should be noted that many 
similar provisions are already in operation in diff(?rent localiti(?s, 
and their inclusion in this Act only makes their application ggnera). 
Part II. deals with streets and buildings. Plans and sections of 
any street or building deposited in pursuance of bye-law^ arc of 
no effect unless the work is commenced within three years. Local 
authorities may vary the direction or position of proposed new^ 
streets, and may make requireintmts as to repairing private 
streets, the shape of buildings at a corner of a street, the height 
of chimneys, the paving of yards, the erection of tom)r)orary 
buildings, the removal of materials in streets, and the security 
of hoardings. Part III. deals with sanitary provisions, under 
which local authorities are given increased power to iiisfx^ct and 
to test drainage and to require the provision of sanitary arrange- 
ments, and themselves to provide public conveniences and lava- 
tories, and ambulances. Eestrictions are laid down in Part IV. 
as to infectious diseases in connection with the carrying on of 
any trade or business, persons being engaged in a dairy, clothes 
being sent to a laundry, children attending school, borrowing 
books from public or from circulating libraries, and the conveyance 
of persons^in public vehicles. Part IV. contains provisions with 
respect to common lodging-houses. Part V. gives local authori- 
ties additional powers as to parks and pleasure grounds, in parti- 
cular in the way of facilitating games and recreations, and pro- 
viding music, reading-rooms, and places of entertainment and 
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refreshment. Under Part V. regulations may be made by local 
authorities dealing with street traffic, dangerous riding and driv- 
ing, leading or driving animals, obstruction or annoyances to 
persons using the sea-shore, esplanades, and promenades. Female 
domestic servants’ registries and old metal and marine stores 
must be registered, and may be kept under supervision. Part 
VIII. deals witli fires. Police constables and firemen may enter 
and break open adjoining premises in case of fire without leave of 
the owner or occupier. Sky-signs are the subject of Part IX. They 
may not be erected or retained without the licence of the local 
authority. Part X. contains miscellaneous clauses, dealing, 
among other things, with the local authority’s power to make 
bye-laws with regard to public bathing, the provision of life- 
saving appliances, and the licensing of pleasure boats. 


IV. Acts applicable to England and Wales. 

We bogdn with the Criminal Appeal Act (c. 23), the policy 
of which has been much discussed. The Act applies to all 
persons convicled after April I8th, 1908. For such persons there 
will a Court ‘of Appeal, to which the Lord Chief Justice and 
eight judges of the King’s Bench Division of the Hi^ Court will 
belong. The prosecutor has no right of appeal except in the one 
instance mentioned below. The cases in which a pers^m con- 
victed may appeal are (a) Against his conviction, on any 
ground which involves a question of law alone ; (W against 
his conviction, with the leave of the Court of Criminal Appeal or 
upon the certificate of the judge who tried him that it is a fit 
case for appeal on any ground of fact alone, or of mixed law 
and fact, or on any other ground which appears to the court to 
be sufficient ; and (c) against his sentence, with the leave of the 
Court of Criminal Appeal, unless the sentence is one fixed by 
law. No appeal shall lie from this court unless the Attorney- 
General certifies that the decision of the court involves a point of 
law of exceptional public importance, and that it is desirable in 
the public interest that a further appeal should be brought, when 
an appeal may be made to the House of Lords ; this latter is the 
only case, in which the prosecutor may appeal. The Court of 
Criminal Appeal may admit the appellant to bail pending the 
determination of his appeal. On the hearing of any proceedings 
under this Act, no costs may be allowed on either lide. 

Under the Qualification of Women (County and Borough 
Councils) Act (c. 33), a woman sh^tU not be disqualified by sex 
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or marriage for being a councillor or alderman, of the council of 
any county or borough (including a metropolitan borough). 

The Education (Administrative Provisions) Act (c. 43) con- 
tains some important provisions for the better administration of 
the Education Acts. Local education authorities are to have 
the same power of acquiring land, compulsorily or by agreement, 
for the purpose of higher education, as they already have under 
the Education Acts for elementary education ; also, with the 
consent of the B<^ard of Education, they may appropriate land 
held by them for one such purpose, to the other purpose. With 
the consent of the Local Government Board they may appro- 
priate for tlic purposes of the Education Acts any land acquired 
by them otherwise than in their capacity of local education 
aut^ojjty. County councils are given power to contribute towards 
capital ex|)enditure incurred by non-county boroughs or urban 
districts within their county for the purposes of higher .educa- 
tion. With regard to questions as to whether particular expenses 
have been incurred upon capital expenditure or not, it’ is enacted 
that no question shall be raised on audit where those expenses 
have bcicn so treated in accordance with an order of the Local 
Govorrunent Board. Local education authorities* are given .y)ow"er 
to provide vacation schools and recreation during the holidays 
for children attending public elementary schools, and they are 
bound to provide for the medical inspection of children as soon 
as possible after their admission to a public elementnry school, 
and on o’ther occasions as the Board of Education may direct. 
The Teachers’ Eegisti-ation Council, whose duty it was to keep 
a register of teachers under the Board of Education Act, 1899, 
is abolished, but a new registration council representative of the 
teaching profession may be constituted, to whom shall be assigned 
the duty of keeping a register of such teachers as satisfy the con- 
ditions of registration established by the Council for the time 
being, and who apply to be registered. 

The object of the important Small Holdings and Allotments 
Act (c. 54) is to extend holdings and allotments in England and 
Wales. Two Small Holdings Commissioners are appointed, who 
shall ascertain the extent of the demand for small holdings and 
of the means of satisfying it, and it is the duty of locgl authori- 
ties to assist and furnish information to the Commissioners. 
According to the result of such inquiries, the Board of Agricul- 
ture may make a report to the council of any county, whose duty 
it shall be to prepare a draft scheme, or any such council may 
prepare a draft scheme without receiving a report from the 
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Board. A scheme when confirmed by the Board must be carried 
out by the county council, and if the carrying out results in a 
loss, the Board may pay such loss. A county council may, for the 
purpose of providing small holdings, acquire land by agreement or 
compulsorily, and adapt and let it to persons or associations who 
desire to cultivate the holdings. As regards allotments, five acres 
is substituted as the limit of the extent of an allotment or allot- 
ments which may be held by one person, in place of one acre as 
under the Allotments Act, 1887. The county council’s power 
of compulsory acquisition of land applies also to land for allot- 
ments, and a duty is imposed upon such councils to ascertain 
what demand there is for allotments in the urban districts and 
rural parishes in their county, and what means there are of 
satisfying such demand. The Act imposes certain restrictions 
on the acquisition of land; for instance, land which forms part 
of Any park, garden, pleasure ground, or home farm attached to 
and usually occupied with a mansion house, or is otherwise re- 
quired for' the amenity or convenience of any dwelling-house , or 
is a site of an ancient monument or other object of archa'ological 
interest, shalf not be acquired compulsorily, nor shall a holding 
of fifty acres or less in extent. Where land has been leased 
compulsorily, the owner may resume possession of any part if 
ho requires it for building, mining, or other industrial purposes, 
or for making roads. It is only possible to give a general outline 
of this Act, from which so much is expected. It came into opera- 
tion at the beginning of the year. 

V. AcU applicable to Scotland alone. 

The Whale Fisheries (Scotland) Act (c. 41) prohibits the exer- 
cise in Scotland of the whaling industry— including the manu- 
facture of oil or other primary products — without a licence from 
the Fishery Board of Scotland, and subject to conditions as to 
the site of factories and stations, the nuniber of whaling steamers 
to be used, and the nationality of the licensee. It is forbidden 
to pursue, kill, or shoot at any whale within three nautical miles 
of low- water mark of any part of the coast of Scotland, and there 
are other provisions restricting the manner of exercising the 
industry and for the inspection of factories, stations, dnd vessels. 

The Qualification of Women (County and Town Councils) 
(Scotland) Act (c. 48) contains provisions for Scotland of a kind 
which Chapter 33, already referred to, has applied to England 
and Wales. 
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VI. Acts applicable to Ireland only. 

The Irish Tobacco Act (c. 3) repeals the law passed in 1831 
which prohibits the cultivation in and exportation from Ireland 
of tobacco ; the repeal takes effect when an excise duty is imposed 
on such tobacco. The Commissioners of Inland Revenue may 
prohibit the cultivation of tobacxio excej^t by persons holding a 
lic^encc and on land aj)proved for the purpose. 

The Irish Land Act (c. 38) adds to the provisions of the .Irish 
Land Act, 1903, by enabling the Land Commission, to whom 
mining rights were reserved under that Act, to let, lease, sell, 
or demise the same. The period of six months from the death 
of the testator, limited by the Act of 1903 with respect to regis- 
tering a charge on a holding created by will or codicil, is changed 
to t\^ve months from the grant of probate of the will, or letters 
of administration with the will annexed, as the case may be. ^ 

Econorni(\s are effected in the administration of the law in 
Ireland by the Supreme Court of Judicature {Ireland) Aet (c. 14). 
The next two vacancies occurring on the bench in the King’s 
Bench Division of the High Court in Ireland, (fth(u^ than the 
Lord Chief Justice, will not be filled, and the salary of the^ Lord 
Chancellor of that country is reduced as from last August to 
£6,000 a year. The savings so ('fleeted are to be aj)p]ied for the 
y)urposes of the Labourers (Iredand) Acts, in accordance with the 
intention expressed in the Act of 1906. 

Finally w^e have the Evicted Tenants (Ireland) Aet (c. 56), 
which enables the Estates Commissioners to ac([uirc' laud cv)m- 
])ulsorily and to reinstate thereon evicted tenants whom the Com- 
missioners consider to be fit and proper persons to beconjc pur- 
chasers under the Land Purchase Acts. 

Montaguk Barlow 


Letter from Canada. 

Tub Crisis and the Banks. — Immigration. Coasting 
Trade.-— French Treaty. 

In view of the severity of the financial crisis in the United 
States, the course of events in the banking and. commercial 
world of Canada seems to call for first notice in this letter. The 
situation may be briefly summed up in the statement that the 
banking system of Canada has demonstrated its soundness under 
circumstances of considerable strain. Commercial and financial 
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relations between the Dominion and the United States cannot 
but be close, and trouble there could not leave us unaffected. It 
has not been this alone, however, which has been the cause of 
the anxious period through which leaders of the commercial life 
of Canada have passed since last October. The extraordinary rate 
at which the opening up of the resources of the Dominion has 
proceeded for about a decade has had its share in the result. A 
speculative fever has existed, and there can be litth' doubt that 
the usual result has not been escaped, namely, considerable 
investment, whose returns will be realisable, if at all, in a future 
too distant to be effective in maintaining present values. The 
aggregate figures of the Chartered Banks reflect the rapidity of 
the expansion. From 1897 to 1907 the aggregate liabilities to 
the public nearly trebled, and this roughly gives the measure of 
increase' of the more important items, reflecting the activity of 
bank business. The growth, rapid as it was in preceding years, 
was marked in 1905 and 1900 by an almost startling rate of 
increase. 'Comparing corresponding months in these two years, 
or, more briefly, the average of the monthly figures, a growth 
of very nearly 15 per cent, in the aggregate liabilities to the public, 
and of 17 per cant, in loans and discounts, is revealed. It would 
appear that, apart from the course of events in *1110 United 
States, the conditions in Canada itself were making for the 
inevitable consequences of over-extended credit. Early in the 
year 1907 the bank returns show that a restraint was being im- 
posed, and maintained, on further credit inflatiom Cash 
reserves were steadily increased, while loans ceased to show ex- 
pansion, and, as a natural consequence, deposits also no longer 
increased as formerly. The projxirtion of cash reserves to 
liabilities, and especially to demand liabilities, progressively 
improved month by month. But the restraint on lending did 
not fail to evoke an outcry against the bankers. Even when the 
panic was in full swung in the United States, complaints were 
loud and persistent from Winnipeg that the policy of the banks 
was threatening ruin to the grain trade and to the farmers. The 
lack of the facilities required for the speedy marketing of the 
crop was alleged, and especially for the pressing forward of the 
considerable proportion of grain which had suffered from frost, 
and was consequently a somewhat doubtful security “for loans. 
Within the last few days statements have gone the round of the 
Press that the proportion of the crop marketed to date is excep- 
tionally high for mid-January, a statement which, if true, would 
require us to believe either that exceptional banking facilities 
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were afforded during December, or that the November outcry 
was ill-founded. 

Efforts wen^ made to bring pressure to bc'Rr on th(' Govern- 
ment to render assistance', or to induce the banks to do so. The 
Minister of Finance was known to be in conference with the 
h'aders of the banking world in Montreal about the middle of 
November, and, subsequently, Mr. Fielding made a somewhat 
mysterious statement in the House of Commons as to arrange- 
ments which ho had made to cope with the difficulties of the 
position. Before this is in print the promised full explanation 
will probably have been made in the Hous». Meanwhile, those 
who arc in the secret are agreeing to say nothing, fearing, 
apparently, the possible effect of stating plainly that some un- 
named bank or banks have been in a position of such difficulty 
that" Government inhirveiition was needed to help thi'in (jut. 

In spite of the want of detailed information, however, ,the 
fact that the Minister has taken action which is as nearly as 
possible parallel to that taken under the Suspension /ff the Bank 
Act in England in 1857 is clear. The official Canada GazeiLe 
gives monthly a summary of the position of thb Government 
finances, and this statement is usually published aboujb the 
middle of the month. In December, however, the Gazette of 
the 14th and again that of the 21st published the circulation 
account for October 31st, and it was not until Parliament had 
been adjourned, and everybody was concerned with Christmas 
festivities, that, on December 28th, the Gazette gave the account 
for November 30th. This account showed that the statutory 
requirement in regard to the banking of the Dominion Note 
Issue was no longer fulfilled. It may be as well to state hero 
what that requirement is. For all issues exceeding thirty 
million dollars the Finance Minister is required to hold gold 
equal in amount to such excess. So far as concerns the first 
thirty millions, three-quarters are covered by Canadian Govern- 
ment debentures, and the remaining quarter by gold and 
Canadian securities guaranteed by the Imperial Government, 
both as to principal and interest, the gold being required to be 
at least 15 per cent, of the issue, that is, when the issue is not 
less than thirty millions, the specie must be at least four-and-a- 
half millions of dollars. With this provision of reserve for note 
issues must be taken the provision of reserve against Govern- 
ment Savings Bank deposits. This is required to be not less 
than 10 per cent, of the deposits, but may be either gold or 
Canadian securities guaranteed by the Government of the 
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United Kingdom* Actually, the practice has been to keep, for 
the purpose of note and savings reserves, an amount of .£400,000 
of guaranteed debentures, and all the rest of the req-uired 
amount, both that which may be guaranteed debentures, and 
that which must be gold, in gold. Ordinarily, a moderate 
balance, which, in 1907, did not exceed $1,700,000 at the end 
of any month, in addition to the requirement, is shown. 

The position of the Canadian Finance Minister is thus very 
different from that of the Secretary of the United States Treasury. 
The latter normally has, the former has not, funds in hand of 
amount sufficient to* render important aid to banks in time of 
stress. But, as will be seen presently, the unfortunate example 
set by the banks of the United States, in looking to Government 
aid to relieve them of th(‘ natural consequences of lending what 
they should Ijavc' kept in reserve, has been too much for some 
of onr lesser banks, and for the Minister. We have yet to learn 
where the greater share of responsibility rests. 

In the acex)unt withheld, as above stated, till the progress 
towards restoration of confidence in the United States had re- 
duced the danger of arousing distrust in Canada, there appeared, 
as a part of the required reserve, an item, “ Other securities held 
in trust for the Eeceiver-General by the Bank of Montreal, the 
amount being also guaranteed by the said bank.’' This item 
amounted to two millions of dollars, or only about half a million 
more than was needed to produce the statutory amount of backing 
for notes and for savings deposits. In the account for December 
31st* issued in the Gazette of January 11th, this illegal item is 
expanded to $5,115,000, and, without it, the reserve is 
$4,591,759 below its statutory amount. It wdll, therefore, 
appear that the law has been broken in a w^ay analogous to the 
English case of 1857, which probably served as an example to 
be followed. The wording of the clause cited above seems to 
suggest that, first two, later somewhat over five, million dollars 
of the specie held in the currency reserve has been deposited in 
one or more of the banks which found their resources insufficient 
to meet the demands upon them, and that they have given 
collateral security which has been submitted to the scrutiny of 
the Bank. of Montreal, and in regard to which that bank has 
been able to give satisfactory assurances to the Government. 
Which banks have received assistance could only be stated on 
the faith of current rumour, and it is quite unnecessary to 
know for the purposes of this letter. The fact that a breach of 
the Dominion Notes Act has been judged necessary by the 
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Government is a remarkable evidence of the severity of the 
strain, and the delay in answering inquiries formally made in 
the House of Commons, still more the delay in making the essen- 
tial facts public in the official Gazette, affords a striking com- 
mentary on the state of the nerves of bankers and ministers. 
Buried in the pages of the official paper, especially when ap- 
pearing in the Christmas holidays, the item seems * to have 
attracted no notice. 

Even the later publication, showing a larger use of the (^xtra- 
Jegal power of the executive, has remained unused for the pur- 
pose of political controversy. Perhaps the normal state of 
affairs will be restored before the House of Commons receives the 
promised explanation from the Minister. 

One is tempted to ask whether so strong a measure as a 
breach of the law was justified by the situation, strained as it 
was, as will appear from what is discussed in succeeding p|ira- 
graphs of this Ic'ttcr. As a whole, the banks increased their 
holdings of actual cash, specie and legal tenders, by nearly three 
millions during November. If we deduct the two millions 
secured from the Government, there would still* remain about 
75 millions of dollars, or about 30 per cent, of liabilities on 
demand (cnculation and demand deposits). At the end of 
December, the demand liabilities had decreased ten millions from 
November, the actual cash held had decreased nearly two mil- 
lions, and, if we deduct the Government’s five millions, there 
would bd left 70 millions, or two millions more than in December, 
1906, and a figure not exceeded, except in November, 1906, until 
July of 1907. It hardly seems that such a position need have 
required help from outside the circle of banks. If such help 
were indeed needed from outside, have not the banks them- 
selves, by becoming parties to the arrangement, practically sot a 
higher level of cash reserves as the standard which the public 
has a right to demand of them in the future? 

A part of the cause for anxiety, and for special efforts to 
strengthen the cash reserves of the banks, was revealed to the 
public on January 18th, when, for the second time in fifteen 
months, one of the chartered banks has boon taken in charge by 
its colleagues and rivals in the banking business. Ip 1905 it 
was the *Bank of Montreal alone to which the other banks 
entrusted the task of liquidating the affairs of the Ontario Bank, 
all the banks joining in a guarantee to divide the loss, should a 
loss be realised. It seemed to parallel the case of Baring Bros, 
and the Bank of England in 1890. On the present occasion the 
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twelve leading banks have agreed to divide the work of winding 
up the business of the Sovereign Bank among them. To each 
certain of the branches of the condemned institution have been 
assigned. Depositors found, on the morning of the 18th, that 
another institution had charge of the ofiBce of the Sovereign 
where their account was carried, and they were able to secure 
either cash or a deposit receipt in the bank into whose charge 
the branch had passed. The work of winding up the business 
will necessarily be slow, but the noteworthy feature is that the 
declaration of the decease of the Sovereign Bank was made 
without the slightest sign of alarm being manifested in any 
direction. Experience with the Ontario Bank had possibly 
served to enable the public to understand what was meant by 
finding representatives of other banks in charge of the ofiBces 
of a lame member of the family of banks. 

The. Sovereign was a bank whose career has been short but 
striking. It began business in 1902, and its course, up till 
December, *1906, was one of continuous and rapid expansion. 
Its assets had, at the end of 1906, reached a total of six millions 
sterling ($29,208,311). At first its capital was $2,000,000, of 
which pnly $1,300,000 was subscribed till it had been in opera- 
tion three years. Before another year had passed, *the autho- 
rised capital had been doubled, and most of it subscribed. Con- 
nections with the Dresdner Bank and with J. P. Morgan and 
Co. had contributed to this rapid development. But the methods 
employed by the General Manager to secure business* did not 
comihend themselves to the leading bankers in the Dominion, 
and the general belief that the business secured included much 
of a not very desirable character appears to be justified by the 
sequel. A change occurred in the aspect of the statement of 
assets and liabilities month by month after December, 1906, 
In four months, over $4,000,000 reduction was effected in the 
assets, which had previously expanded without interruption. At 
the beginning of May, 1907, a complete change in the manage- 
ment was effected, a now president (chairman of directors) and 
a new general manager being secured, and a rigorous writing 
down of assets occurred, $2,250,000, or 9 per cent, approxi- 
mately, bqing written off by cancelling the reserve fund and 
writing down the capital account by $1,000,000. Some sub- 
stantial further liquidation was effected in the following three 
months, but the progress of affairs was blocked by the strained 
condition of credit in the last three months of the year. At 
the end of December, the aggregate assets were about i£4,000,000 
No. 69.-— VOL. XVIIL K 
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($19,218,746), or one-third less than a year before, and some 
15 per cent, less than on May Slst, on which date the scaling 
down of old assets, effected in May, figured in the published 
accounts. The sudden collapse is, perhaps, the most natural 
sequence of so sudden a growth. 

One feature of the procedure adopted, both in regard to the 
Ontario Bank in October, 1905, and now in the case of the 
Sovereign Bank, is that the arrangements for the handing over 
of the business into other hands have been made and put into 
effect by executive authority without reference to a shareholders’ 
meeting. In the last case the fact that the Dresdner Bank 
and three New York associates of the Morgan firm together held 
14,000 of the 30,000 shares has made the securing of the support 
of the majority of shares to the steps taken a matter not 
involving a dangerous publicity. The way in which the 
Bankers’ Association has handled the transfer of the business 
of both the banks named a few lines back has reflected much 
credit on its organisation, and has tended to inspire confidence 
in the public mind. 

Two other subjecits will be briefly referred to in this letter. 
Both are connected with sudden changes in the public^ policy 
of the Dominion, changes of no little significance. The first 
relates to the difficulties which have arisen owing to the treat- 
ment of Japanese immigrants in British Columbia, and the 
attitude of the people of Vancouver towards our allies, and also 
towards* our fellow subjects, the Hindoos. The arrival of con- 
siderable numbers, both of Japanese and of Hindoos, has stirred 
up a noisy, and perhaps deep, race-antagonism. As it appears 
that the chief responsibility for the influx rests with certain 
companies which sought supplies of cheap and docile labour, and 
with an organisation created to supply that demand, and as the 
Japanese Government has expressed a readiness to restrain the 
volume of the movement from Japan, the problem of exclusion 
was reduced to one in which Japanese from the Hawaiian 
islands and Hindoos from Chinese ports were mainly concerned. 
Their cases have been met by instructions authorising the 
exclusion of all immigrants proceeding to Canada otherwise than 
direct from the country of which they are citizens, or on 
through tickets thence. There appears room for doubt if the 
desired effect will be secued by this order, while it certainly 
threatens to operate so as to hinder some of the more desirable 
immigrants from Europe from entering the Dominion. For the 
moment, the latter effect is of more benefit than injury, inasmuch 
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as the cessation of the rapid expansion of recent years leaves 
many of the newly-arrived without employment. It has even 
been found desirable to require everyone arriving to be provided 
with not less than fifty dollars till the middle of February, and 
twenty-five dollars from that time till the end of March, after 
which the resumption of agricultural operations with the disap- 
pearance of the winter’ snows will once more provide means of 
remunerative emiiloyment for newcomers. This money test is 
necessary to prevent the arrival of numerous persons who might 
become dependent on private charity or public relief almost from 
the day of their landing. Montreal, being the gatew^ay of the 
Dominion, has an exceptional number of workless — and not a 
few worthless — newcomers, and the absence of any public relief 
fund supported by taxation results in a very heavy strain on the 
lesourcos of the Charity Organisation Society and other relief 
agencies supported by private subscriptions. Not the least re- 
markable outcome of the financial stringency is this volte face 
on the part of the Dominion, from anxious seeking for immi- 
grants to a grudging admission of those who present themselves. 

The growing influence of Protectionist sentiments is illus- 
trated, by the issue of an Order in Council giving notice of the 
restriction of the coasting trade to Canada to ships which fly the 
British flag after the current calendar year. Since wooden ship- 
building has been superseded by the use of iron and steel, foreign 
competition has almost driven the Canadians of the maritime 
provinces out of the shii)ping business. The interests of those 
whom the ships serve have failed to be adequately recognised, 
and, unless it should prove that the Order in Council is in con- 
flict with our treaty obligations, as is suggested in certain 
quarters, the disappearance of the Norwegian ships from the coal 
trade of the St. Lawrence, in which they have had so large a 
share in recent years, will shortly be realised. Their place 
seems more likely to be taken by British steamers than by 
Canadian using the word British here in its narrower sense. 
If the dominance of Scandinavian steamers in the business be 
interpreted in the most obvious way, a rise in freights beems by 
no means improbable should their exclusion be effective. Thus 
Canadian coal-users and coal -producers, lumbermen anjJ others, 
seem likely to pay, whil^ the creation of a Canadian ship-owning 
interest to occupy the field from which foreigners are to be 
excluded seems not the most likely result of the new policy. 

A somewhat narrow view of the true commercial interests of 
the country, similar in spirit to this change in coasting-trade 

K 2 
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regulations, is in evidence in the clause of the new French treaty 
by which the advantage of the special tariff concessions which are 
secured by the treaty is made conditional on direct shipment. 
The limitation may do something to encourage trade to Canadian 
ports, but it seems quite as likely to render the provisions of 
the treaty nugatory, especially in winter, so far as the advantage 
to the Canadian consumer is concerned, and in no small degree 
also in respect to advantages secured for Canadian export trade. 
While space will not permit of any detailed examination of the 
treaty in this letter, it may be noted that the delay in bringing 
into operation treaties, by which the intermediate schedule of 
the Canadian tariff was made effective, until most of the countries 
entitled to most-favoured-nation treatment had concluded tariff 
arrangements with Canada, which was anticipated in my last 
letter, seems not to have formed a part of the actual plans of 
miijjisters. Thus concessions granted to France are extended 
automatically to a number of other nations. The outcry from 
Opposition benches in the House of Commons, and in the Oppo- 
sition Press, however, ignores the effect of the direct shipment 
clause. The trade of most of these favoured nations with 
Canada is at present very small, and the limitation of tariff ‘reduc- 
tions to direct shipments, or even to shipments vid the United 
Kingdom, will serve as a considerable restraint on a rapid 
development of such imports. 

Had not the recent financial disturbances supplied topics 
of greater immediate importance, other Canadian affairs 
would have supplied material for useful discussion. The pro- 
posed reform in legislation dealing with insurance, following in 
broad outlines the methods adopted in the State of New York 
in the recent reform there, contains a good deal of debatable 
matter, and useful light on the direction in which Canadian 
finance is developing has been shed during the inquiry on the 
results of which the new legislation is based. The very recent 
purchase, by the Government of the Province of Manitoba, of 
the Bell company’s equipment in that province, marks a note- 
worthy step in the direction of Government ownership and opera- 
tion of public utilities. A sentiment of considerable strength, 
favourable to the extension of the activities of Government in this 
direction seems to have grown up, especially in some parts of 
the Dominion. The future of this movement will be worth 
watching. The legislative programme presented at the opening 
of the Session in the new province of Alberta, too, seems inspired 
by a determination to restrain the creation of vested interests 
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inimical to the public welfare. These bald references to matters 
not immediately connected with the panic must be permitted to 
serve in place of the discussion of them which would have been 
proper had the available space not been necessarily devoted to 
more urgent matters. 

A. W. Flux 

Montreal, Jan, 25ih, 1908. 


Japanese Finance. 

I. General Survey. 

Since the Treaty of peace was concluded between Japan and 
llussia in September, 1905, and ratified in October, 1905, many 
changes have taken place in Japanese finance. Let us briefly 
suj vey these changes. 

1st. At^thc conclusion of the war Japan’s credit stood so 
high that foreign investors readily took up her public and muni- 
cipal loans and industrial shares. 

2nd. The post-bellum financial programme discloses a new 
situation in finance to be met by the people and the Qovernment. 
Among others, the capacity of the people to bear the burden, and 
the activity of the Government to grapple with the debt, and the 
establishment of a National Debt Consolidation Fund, demand our 
attention. 

3rd. Business undertakings have rapidly developed, and the 
consequent demand for capital for these new enterprises, and 
also for the extension of existing businesses, has been calculated 
at about 1,700 million yen. 

4th. Foreign trade has made an unprecedented advance, and 
the increase is more marked in exports. 

We will now deal with these and other points of importance 
in greater detail. 

II. Foreign Capital. 

As was stated above, foreign war loans were issued three 
times with great success.^ To meet further necessary w^ar ex- 
penses, a. fourth loan was issued in London, New York, and in 
Germany in July, 1905. The conditions were as follows : — The 
total amount of the loan was £30,000,000, the interest 4^ per 
cent., the price of issue 90, secured by the tobacco monopoly 
profits, the term of repayment being 20 years. The result 

1 See Economic Journal, March and Juno, 1905. 
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of flotation was unexpectedly successful, being ten times over- 
subscribed in London and Germany, and five times in the United 
States of America. 

After the treaty of [)eace, the Japanese Government was busy 
in framing the post-bellum financial measures. First of all, the 
consolidation of the war loan was the most urgent, and it led 
to the fifth issue of the foreign loan in November, 1905. The 
object of this loan was to consolidate 200,000,000 yen of 6 per 
cent. Exchequer Bonds. The flotation was rather difficult because 
the money markets abroad were more strained. The conditions 
of this loan were as follows : — The total amount was .£25,000,000, 
the interest 4 per cent., the price of issue 90, and no special 
fund was attached as security. This issue also met with success, 
the amount being largely over-subscribed. 

In March, 1907, a sixth foreign loan was issiu'd in London 
and Paris. The object was to convert £22,000,000 of 0 per cent. 
Pound Sterling Bonds of first and second Series. The condi- 
tions were as follows : — The total amount was £23,000,000, the 
interest 5 per cent., issue price 99J per 100, term 40 years, and 
no security. The issue Tvent well, in spite of the depressed state 
of the foreign markets. 

As for municipal loans, in July, 1906, Tokyo City entrusted 
the Industrial Bank of Japan with the issue of a loan of 
£1,600,000 in London, the conditions being: — Price of issue 
100, interest 5 }X3r cent., term 30 years, of which first 10 years 
unredeemable, and first charge on special revenue of the city. 

Soon after the issue of the Toyko City loan, in August, 1906, 
Yokohama City contracted with Messrs. Samuel Samuel and Co. 
for the issue of a loan amounting to £317,000 on the same condi- 
tions as that of the Tokyo City loan, except in the issue price, 
which in this case was 99 per 100. For some unavoidable cause 
the loan was not issued in London and other foreign markets 
until February, 1907. 

As for private companies, the debentures of the Hokkaido 
Tanko Eailway Co. and the Kwansai Eailway Co., as well as 
the shares of the Industrial Bank of Japan, are the most con- 
spicuous. 

After the restoration of peace the Hakkaido Tanko Eailway 
Co. negotiated with the Chartered Bank of India, Australia, and 
China and the Kwansai Eailway Co. with Messrs. Samuel Samuel 
and Co. for sums amounting to £1,000,000 in each case. The 
conditions were : the former with interest at 5 per cent, and 
term of fifteen years on the security of the Company’s property 
and the net receipt of the Company 92| per 100 ; and the latter 
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with interest at per cent, and term of twenty years on the 
security of the Company’s property and the net receipt of the 
Company 92 per 100. 

As for the shares of the Industrial Bank of Japan, Baron 
Takahashi signed an agreement with Messrs. Panmure Gordon 
and Co. on October 23rd, 1905, and, as a consequence, in March, 
1906, 150*,000 shares of 50 yen each of the Bank were issued, and 
were taken by well-known firms in Europe and America. 

In July, 1907, the South Manchurian Eailway Company’s 
debentures to the amount of £4,000,000 were taken over by the 
Industrial Bank of Japan apd issued in London. Kegardless of 
the dulness of the market, the issue went far better than other 
flotations, much to the credit of those concerned, viz., Parr’s 
Bank, Ltd., the Hongkong and Shanghai Banking Corporation, 
the Yokohama Specie Bank, and Messrs. Panmure Gordon and 
Co. 

III. PosT-BEtiLiTM Finance. 

As above mentioned, the war finance went on smoothly,’ but 
how the post-bgllum finance was to be carried on was a matter of 
greater anxiety. Luckily, the first post-bellum fiscal year passed 
off well, and the" same is expected of the second fiscal year. 

The Budget for 1907-8 was presented to the Imperial Diet 
at its twenty-third Session. The Financial Bill passed the Diet 
with small reduction. The general gist of the Budget compared 
with the Budget for two preceding fiscal years is as follows 

• Revenue. 



1905—1906. 

1906—1907. 

1907—1908. 

Ordinary 

Yen. 

Yen. 

Yen. 

371,067,493 

392,632,477 

424,447,221 

Extraordinary 

8,728,496 

102,172,230 

182, '946, 897 

Total 

379,796,989 

Expenditure . 

491,704,707 

611,393,118 

Ordinary 

176,496,200 

852, .570,877 

408,164,163 

199,238,956 

Extraordinary 

231,756,873 

139,111,704 

Total 

408,263,073 

491,682,041 

611,393,118 


It is not necessary to say that the Budget for 1906-7, the 
first post-bellum fiscal year, is of a temporary nature. It* has, 
therefore, nothing very remarkable except the National Debt 
Consolidation Fund. It was estimated that the granS total of 
loans would be about 2,500 million yen. With a view of re- 

‘ See Economic Jouenal, September, 1905. 

® School expenditures are included in the Additional Budget for 1907-1908. 
Hence, for convenience of comparison, those in the Budgets for two preceding years 
are excluded. 
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adjusting and redeeming the National Debt, the Fund was estab- 
lished in the Budget for 1906-7. 

Xhe annual amount of that portion of the money to be trans- 
ferred from the general account, which relates to national loans 
issued to meet the expenditure connected with the war with 
Bussia, is not to be less than 110 million yen. 

This scheme will keep up the credit of Japan and gradually 
diminish her debts. Moreover, in the Budget for 1907--8 the 
greatest stress is laid on the development of the national economy. 
The Government took care not to increase existing taxes or to 
impose new ones, nor has it raised public loans other than for 
the enterprises to be considered economically productive, trying 
at the same time to curtail expenditure. Temporary measures 
taken in the preceding year were put in proper order, and the 
war taxes were made permanent. 

The details of the Budget for 1907-8 and the comparison with 
the preceding years are given below. 

Revenue. 

Ordmary Revenue. 


1905—1906. 1906—1907. • 1907—1908. 

Taxes. Yen. Yen. Yen. 

Land Tax 82,284,112 85,632,438 85,632,692 

Income Tux 18,385,886 21,837,334 23,235,402 

Business Tax 18,163,478 19,370,576 19,026,926 

Sake Tax 63,099,780 59,170,851 65,450,336 

Soy Tax 5,149,768 5,318,576 3,936,005 

Sugar Tax 16,457,364 16,755,769 11,120,616 

Consumption Tax on Wool- 
lens 2,183,602 3,260,333 15,824,854 

Medicines Selling Tax 215,487 197,449 196,623 

Mining Tax 2,320,810 1,443,456 1,71 4, 20S 

Exchanges Tax 1,848,271 1,235,075 1,975,502 

Convertible Notes Tax 997,202 996,190 1,056,938 

Tonnage Duties 393,038 427,695 477,986 

Customs Duties 23,981,013 31,787,165 36,179,719 

Communication Tax 3,188,180 2,120,992 2,211,868 

Succession Duties 4,309,696 2,426,434 1,243,867 

Total 242,967,687 261,980,332 269,882,227 

Stamp Duties 29,604,048 27,408,831 17,923,429 

Public Undertakings and 
State Property, Post and 

Telegraph Services 26,712,310 30,459,491 34,310,230 

Forest 3,166,999 4,971,464 7,669,939 

Salt Monopoly 16,239,667 26,274*831 27,366,523 

Tobacco Monopoly 32,011,072 ' 30,289,089 30,699,966 

RaUways 9,581,743 10,146,112 23,746,340 

Other Revenue 3,641,769 2,658,960 2,787,122 

‘Total 90,382^60 104,699,937 126,470,119 

Interest on Deposits 4,290,833 3,911,616 6,118,160 

Transferred from Sinking 
Fund of Formosan Public 

Works Loan 1,742,695 2.044,321 2,411,446 

Miscellaneous 2,209,870 2,487,640 2,186,487 


Ordinary Revenue Total . . . 371,067,493 


392,632,477 


423,991,858 
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Extraordinary Beomue. 



1906—1906. 

1906—1907. 

1907—1908, 


Yen. 

Yen. 

Yen. 

Sal© of State Property 

746,603 

14,247,406 

2,518,669 

Contribution from Prefec- 




tures 

833,308 

792,998 

2,204,764 

Paid in from Harbours' 




Construction 



— 

1,500,000 

Contribution for Japanese 




Grand Exhibition 

— 

— 

1,000,000 

Chinese Indemnity 

3,066,636 

2,048,395 

2,048,396 

Loans Floated 

— 

79,843,242 

31,266,180 

Forestry Fund Transferred. 

650,967 

2,161,934 

2,460,700 

Warship and Torpedo Craft 




Fund Transferred 

— 


10,939,686 

Contribution for School 




Establishment 

— 

— 

298,600 

Short Loans 

1,600,000 

— 

2,000,000 

Carried over from preceding 




year 

1,405,319 

1,768.261 

20,987,444 

Surplus of Special Account 




for Extraordinary War 




Expenses Transferred ... 

— 

— , 

100,000,000 

Other miscellaneous Re- 




venue 

454,416 

819,996 

731,659 

Paid in from Yokohama 




Harbouc Construction , . . 

— 

500,000 

— 

Indemnity 

72,347 

— 

— 

Extraordinaijy Revenue 




Total 

8,728,496 

102,172,230 

186,945,897 

Grand Total 

379,795,989 

494,704,707 

€06,937,766 


Expjcnditube. 



Ordijiary Expenditure. 



1905—1906. 

1906—1907. 

1907-1908. 


Yon. 

Yen. 

Yen. 

Imperial Household 

3,000,000 

3,000,000 

3,f)00,000 

Foreign Affairs 

2,338.463 

2,723,087 

3,260,312 

Homo Affairs 

9,400,274 

9,815,043 

10,216,683 

Finance 

62,796,030 

219,468,386 

266,166,823 

War 

39,496,746 

50,460,384 

63,663,788 

Navy 

23,966,266 

28,914,073 

33,414,695 

Justice 

10,178,694 

10,262,911 

10,716,131 

Education 

1,917,450 

1,978,285 

2,034,985 

Agriculture and Commerce 

2,801,506 

3,926,289 

6,604,342 

Communications 

20,612,772 

22,022,419 

24,077,404 

Total 

176,496,200 

352,670,877 

412,154,163 

Extraordinary Expenditure. 


Foreign Affairs 

25,625 

389,320 

496,240 

Home Affairs 

3,219,481 

6,761,692 

12,164,986 

Finance 

204,806,138 

86,180,576 

12,687,882 

War 

1,019,727 

1,676,742 

67,968,380 

Navy 

11,497,960 

10,613,864 

49,067,624 

Justice 

66,221 

628,037 

• 605,485 

Education 

619,311 

1,693,837 

1,381,166 

Agriculture and Commerce 

3,781,866 

8,768,974 

14,087,928 

Communications 

6,871,656 

23,406,732 

60,826,770 

Total... 

231,756,878 

189,111,764 

198,769,296 

Grand Total 

408,263,073 

491,682,641 

606,923,469 
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At first sight, the Budget for 1907-8 shows a great increase. 
But the increase is due to the fact that items of expenditure, 
which were regarded as temporary in the Budget of the preceding 
year, have taken their proper place and become adjusted. More- 
over, the very large items of the income and expenditure resulting 
from the purchase of railways are included. 

As for taxation (Stamp Duty included), it shows an increase 
of 16,400,000 yen in two years. But this increase, being caused 
by the natural growth in prosperity and not by any increase in 
the rate of taxes, fairly indicates that the burden of the taxes 
on the people is not heavier than can be borne by those whose 
standard of living is steadily rising. 

A word must be added about the nationalisation of railways. 
A Bail way Nationalisation Bill (including the railways of seven- 
teen companies) and a Bill for purchasing the Seoul-Fusan Bail- 
way were presented to and agreed upon by the Imperial Diet at 
its twenty-second Session. It was promulgated in the Official 
Gazette of March 31st, 1906, and by October, 1907, the purchases 
were nearly completed, making total mileage of State railways 
4,442 miles, and that of private companies 445 .miles. Other 
important railways are to be purchased in ten years from 1906. 

The totaj amount of the supplementaiy Budget for lOO^-S is 
8,596,390 yen. The details are given below. 


Revenue. 

Ordinary — Yon. 

Public Undertakings and State Property 4,084 

Extraordinary^ 

Carried over from preceding year 8,592,806 


Grand Total 8,696,390 

Expenditubb. 

Ordinary — 

Home Affairs 7,667 

Justice 123,847 

Education 3,993,639 


Total 4,125,163 

Extraordinary — 

Foreign Affairs 3,200,000 

Home Affairs 629,406 

Justice 165,860 

Communication 485,971 


Total 4,471,237 


Grand Total 8,696,390 


IV. Expansion of Business. 

After the war commercial and industrial expansion ensued, 
as is clear from the following figures, showing the capital used 
in new enterprises and in the development of existing ones from 
July, 1906, to August, 1907. 
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Banks 

Cotton spinning 

Electric works 

Mining works 

Marine products 

Railway and electric tram 

ways 

Manufactures 

Shipping 

Insurance 

Commercial and others 

Total 


New 

Enterprises. 

Yen. 

39 . 770.000 

37 . 603.000 

130 . 660.000 

79 . 620.000 

31 . 225.000 

340 . 104.000 

364 , 831,800 

42 . 460.000 

37 . 100.000 

135 . 125.000 


1 , 238 , 288,800 


Increase 
of Capital. 
Yen. 

91 , 613,850 

50 , 156,430 

36 . 710.000 

20 . 650.000 

1 . 760.000 

114 , 209,800 

116 , 797,000 

8 . 400.000 

19 . 850.000 
54 , 953,160 


514 , 099,230 


Total. 

Yen. 

131 , 383,860 

87 , 768,430 

167 . 270.000 

100 . 170.000 

32 . 986.000 

454 . 313.800 

480 . 628.800 

60 . 850.000 

66 . 960.000 
190 , 078,160 


1 , 752 , 888,030 


Between the end of 1906 and the middle of 1907 so strong 
was the spirit of enterprise that over-speculation resulted. 

The Japanese Government, in its desire to avert any danger 
threatened by this over-speculation, consulted the Bank of Japan, 
the Industrial Bank of Japan, and the Hypothec Bank on the 
subject. Mr. Soyeda, as the president of the Industrial Bank 
of Japan, reported : — ‘‘ So far great care has been exercised 
in various undertakings, and they do not appear to be of a 
speculative nature to any considerable extent. But there is no 
guarantee that nb unreliable or unnecessary enterprises will be 
projected hereafter. However, should all new enterprises be for- 
bidden for that reason? That would certainly not be the way 
to bear the burdens the war has bequeathed. Hence the course 
to be followed should be to distinguish those enterprises deemed 
reliable and profitable from others which cannot be so* classed, 
and, on the other hand, to attach importance to promoting and 
improving fuller development of the undertakings already estab- 
lished. Now the grave duty and privilege of making the above 
distinction should properly fall on the suppliers of funds — the 
bankers.'* 

Things took the turn Mr. Soyeda desired, and as most of the 
leading bankers exercised great caution and took most prudent 
steps, failures and collapses generally were avoided, although 
some failures took place among a few brokers and small banks. 

V. Foreign Trade. 

The rapid increase in the bulk of trade is clear from the 
figures given below : — 


Exports. Imports. Total. 

Years. Yen. Yen. Yen. 

1903 289 , 602,442 317 , 136,518 606 , 637,960 

1904 319 , 260,896 371 , 360,738 690 , 621,634 

1905 321 , 533,610 488 , 638,017 810 , 071,627 

1906 423,764,892 418,784,108 642,639,000 
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In 1905 there was an excess of imports over exports amounting 
to 167 million yen. But in 1906 we have an excess of exports 
over imports. Further, the imports for 1906 show a great 
dewease compared with the previous year, while the exports show 
a far greater increase. The decrease of imports no doubt is due 
to diminished purchase of military and naval materials. 

Why the exports for 1906 are 102 million yen more than that 
of the previous year is explained by the great increase in silk, 
copper, and cotton goods. 

VI. Conclusion. 

Judging from the above, the after effect of the war on the 
whole of Japanese finance is not only slight but also encourag- 
ing. If we seek out anything which requires ciireful attention, 
it is the increase of currency. 

To be fair, it is hard to expect to have everything smooth 
after such an expensive war, and it is rather remarkable that 
the country which carried through a war of such magnitude is 
steadily and skilfully building up its economic position. 

Japan, in truth, fought a life and death struggle for the peace 
of the Far East. Had she failed, it is not .at all difficult to 
imagine the dangers which might have overtaken the peace and, 
therefore, the commerce of the Far East. It is only right that 
nations whose interest is for peace and commerce should show 
some sympathy, if not gratitude, to Japan, rather than mis- 
understand her peaceful intentions or be misled by groundless 
fears and hostile insinuations. J. SoyEda 


Sweated Industries and Wages Boards. 

A MIXTURE of unnecessary despair and illogical fatalism seems 
to be driving a considerable number of our British legislators 
into attempting a new kind of factory legislation which, if it is 
not the success that they imagine, may do immense harm to 
some of our most helpless fellow-citizens. On the surface the 
arguments used in favour of this new legislation are all that is 
kind and well-meaning towards these poor victims. The hard- 
ships of the sweated home workers are vividly portrayed ; the 
indi$putable fact that one of the chief of these hardships is the 
lowness of their earnings is made clear ; and then the fairy god- 
mother remedy is introduced. Let the law say that better wages 
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are to be paid, and all the good people will have it their own 
way — the Prince, in the shape of the good employer who wants 
to pay high wages, but has wicked competitors who beat .him 
down ; poor patient, drudging Cinderella in the shape of the 
sweated worker ; the general public which amiably desires every- 
body to be happy and pleased. The spiteful step-sisters, in the 
shape of the gEpcdy, heartless employers or middlemen, will be 
the only ones not gratified. 

If one ventures to suggest difficulties and to wonder whether 
wages boards will prove a real fairy godmother, one is put down 
as old-fashioned and faithless. “You are using just the same 
arguments as have always been used against reforming ideas — 
people have said that every Factory Act would be impracticable 
until it was passed — yet we have overcome the difficulties fore- 
shadowed, and immense good has resulted. This is only the nest 
development in the path of progress.” And then the fatalistic 
argument is further amplified. We are reminded that sanitation 
and hours and child labour have been regulated more and more 
completely by Acts of Parliament; that even in this country 
such Acts have ‘already touched wages in our Truck Laws, and 
our P?,rticulars clauses, whilst in New Zealand and Australia 
wages regulation has gone almost hand-in-hand with the regula- 
tion of hours and sanitation. We are swept to the conclusion 
that anyone who believes in the benefit of existing factory laws 
here must naturally help to fulfil the historical sequence by 
agitating for machinery to fix and enforce a legal minimum 
wagd. This is to apply, to begin with, to the trades whose 
workers are least able to organise and help themselves, namely, 
some of the clothing trades where home workers, and especially 
women home workers, abound. Here, again, analogy comes into 
play to silence doubts, for have we not advocated limitation of 
hours and other special protection for women workers because 
they are less able than men to organise and stand out for good 
conditions for themselves, and can it not be triumphantly demon- 
strated that such protection has raised the conditions and not 
hampered female labour? 

Yet, before we enter upon this new path, it is worth while 
to ask whether it does lead straight on from the paths already 
successfully followed. Is there nothing about wages which 
makes their regulation quite a different matter from the regula- 
tion of sanitary conditions and hours of work? Is it quite certain 
that New Zealand and Australia have accomplished by legal 
regulation of wages what we want to accomplish? Is it also 
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certain that what is practicable in Australasia is practicable here? 
Finally, if we are not satisfied on these points, shall we still take 
refuge in wages boards legislation as a counsel of despair, because 
our consciences are restless with regard to our sweated workers, 
and because, at any rate, wages hoards will give us something 
active and positive to do ! Or, as I have heard social reformers 
seriously argue, must we not try them in order to prove that 
they would be a failure before we can successfully urge upon 
a timid public more radical changes in industrial organisation ? 

In dealing with the first point, as to whether there are funda- 
mental differences between wages regulation and regulation of 
other conditions of work which render analogy between the two 
futile, I propose to limit myself to the immediately practical 
question as to whether a legal wage can bo enforced like a 
standard of sanitation. And here we are brought face to face 
with the fact that an inspector can judge of the sanitary standard 
of a work-place by his own senses — by sight, smell and measure- 
ment — and can enforce improvement irrespective of ‘the co-opera- 
tion of either w'orker or employer. With regard to hours, too, 
the insj^ector’s watch and word form sufficient • evidence to in- 
criminate the law-breakers, if he finds work going on aft^r legal 
hours.^ Eut the inspector cannot tell what wages have gone 
into the employee’s pocket, and what exact work had to be done 
in exchange for such wage unless the worker is willing to tell. 
Wages books and cards of particulars are not statements suffi- 
ciently sure or detailed to go upon, and the worker ean always 
make evasive excuses and explanations even if he draws th6 line 
at a direct mis-statement. 

The supporters of wages boards brush aside these difficulties 
by saying that the sweated home workers will be so anxious to 
get better wages that the inspectors will not need to hunt out 
the contraventions ; the workers will be only too anxious to make 
them known and claim the higher legal scale. This is very 
plausible, but unless the individual workers really look upon 
the wages standard as a benefit to themselves, they will not claim 
its protection as a friend. Much of the worst paid home work 
is uneconomical and could be done quicker and better by 

1 I may point out, however, that evidence of illegal over-work often breaks down 
at the last niinute if the inspector is trusting to the workers themselves to bear out 
statements made by him ; fear of thoir employer confuses them or silences them 
when they are asked to publicly witness against him. Also it has never been found 
possible to regulate hours amongst home-workers, so this step in the progress of 
State protection is already missed, and legal limitation of child labour is at present 
practically a dead letter in home industries. 
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machinery or in a factory. Its cheapness and its availability in 
times of extra pressure of work are its recommendations to the 
employer; sometimes, indeed, the less selfish disinclination to 
take work from needy human beings to give it to machines, 
weighs with him. One of the arguments used in favour of wages 
boards is that by making such cheap bad labour illegal, they 
would give the necessary stimulus for decreasing home work and 
increasing factory work and machinery. From the point of view 
of the community this is good, but the individual home workers 
would rather have low wages than none at all. 

The promoters of wages boards cannot have it both ways. 
If workers are to lose their work they will regard the law as an 
enemy, and will put all obstacles in the way of the inspector. 
Even an army of inspectors will find it difficult to visit all the 
home workers in the trades scheduled under the Bill. In Vic- 
toria there are sixteen factory inspectors, and the number of 
people affected by wages boards is, roughly, about equal to the 
factoi 7 and 'workshop population of one of our comparatively 
smaller industrial towns, such as Leicester. In Victoria, too, 
the home work* evil w'as attacked before it had got such a wide 
hold as it has here, and, partly no doubt as the result of wages 
boards, partly as the result of other stringent factory laws, the 
proportion of home workers is much smaller than in the old 
country. Twenty people in a factory take much less time to 
in8i)ect than twenty home workers scattered in back streets. 
Yet the sixteen inspectors complain that they cannot overtake 
their work. Even if the British Government were to multiply 
its inadequate staff of inspectors, so as to make possible fairly 
frequent visits to the great majority of the 200,000 tailors and 
tailoresses, 180,000 di'essmakers, and 70,000 shirtmakers and 
seamstresses returned in the 1901 census as working for employers, 
they could not enforce a high-wage standard amongst unwilling 
workers. 

For home workers a piece-work rate is essential. The schedules 
o| prices would have to be most elaborate ; indeed, I have not yet 
seen how the most indefatigable wages board can keep pace with 
every fashion and individual caprice in dressmaking. We may 
do our best to appoint expert inspectors who can judge at a 
glance whether the frills and furbelows on a garment correspond 
to those in the wages board schedule. But the worker who has 
been told by the employer and taught by the hard experience of 
fellow -workers that her work will be ‘ ‘ organised ’ ’ away from 
her unless she takes a low price for it, will take refuge in 
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endless excuses and evasions, and no inspector can prove to a 
magistrate in court, the final resort, that a particular price was 
paid for a particular piece of work if the worker does not back 
him up clearly and unhesitatingly. Arrears of wages, one of the 
chief inducements trusted to by the supporters of the Act, will 
be still more difiicult to prove in the case of piece-workers working 
at home. The Chinese furniture workers in Victoria have proved 
to the officials there that no legal wage can be enforced if 
employers and employed agree to evade it. Our sweated home 
workers and our sweating employers and middlemen here will 
find evasion just as easy if they make up their minds that the 
continuance of their trade depends on cheap rates. There will 
also be the temptation to use home workers on purpose to avoid 
the more efficient inspection of wages books in the factories. 

We have no experience in Britain of the working of a leg-al 
minimum wage amongst unorganised workers nor amongst 
unskilled home workers. The elaborate schedules which Mr. 
Askwith has helped so successfully to draw up for voluntary 
conciliation boards in various trades are backed up by well- 
organised trade unionists, to whom the higher wage docs not 
mean loss of work. But the more I try to think out the. actual 
working df such a minimum amongst home workers as I know 
them, the less possibility do I see for a sufficiently universal 
application of the law to make it more of a gain than a loss, in 
the trades which it is supposed to benefit. No law is perfectly 
enforced, but there may come a point where the evasions out- 
balance the recognition, and then the law is worse than a' dead 
letter. 

I have, as I promised, limited myself to a small field of 
speculation. If I am wrong, and the law is at all workable 
amongst sweated home workers, we come upon other problems, 
all suggested by Australasian experience, but all needing to be 
answered in relation to English conditions. The increase in 
wages in these very clothing trades in Victoria has averaged only 
a few pence for a full week’s work after years of increasingly 
good trade, and has been accompanied by increased employment 
of young persons and increased irregularity for adults. In our 
country the enormous expense of wages boards members and of 
inspectofs might mount up to more than the increase of wages 
they secured, which would be, to say the least of it, a clumsy 
way of doing things. 

Then, if wages are nominally increased, does it necessarily 
mean that the workers are richer? That dei)ends upon where 
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the extra pay comes from, and this problem can produce volumes 
of argument. If the extra money is saved by better organisation, 
well and good ; if it comes out of the pockets of the over-rich, well 
and good again ; if it comes out of the increased price of com- 
modities the workers may be worse off than before. In Austra- 
lasia, a legal minimum wage has been accepted by the workers 
partly as .a set-off against protective tariffs demanded by the 
employers ; and every week in letters and newspapers from the 
other side of the world I have increasing proof that the workers 
are beginning to see that they have not got the best of the 
bargain. 

Finally, the remedy to be aimed at for some of the worst 
suffering in sweated home industries is not higher wages at all, 
but less need to work. Old people, infirm peoj)lo, children , ought 
npt to be in the industrial market at all, whatever their wages. 
The same applies to mothers of young families, whose husbands 
are dead, or sick, or out of work. The problems they raise must 
be attacked not through wages boards, but through such measures 
as old-age pensions, maintenance of necessitous children, and 
provision of weirk for the unemployed. Wages boards wall, I 
fear, take aw’ay the crust from some of these victims, and force 
others 'into secrecy and deceit, and thus, instead of^proving a 
fairy godmother to those most needing help, will be a wicked 
stepmother. 

Margaret E. MacDonald 


Recent Official Papers. 

The Report of the Departmental Committee appointed to 
inquire into the Accounts' of Local Authorities (VoL i., Report, 
Cd. 3614, 101, XXV. pp, , 3,9. Id.; Vol. ii., Evidence, Cd. 3615, 
iii., 316 pp. , 2^. Id.) must be somewhat of a disappointment to 
those who object not to the form of loc^l authorities’ accounts, 
but to the nature of the transactions recorded. The Committee 
was not appointed to investigate the financial transactions, but to 
inquire and report on “ (1) the systems on which the accounts of 
local authorities in England and Wales are at present kept ; (2) 
generally as to the system on which the accounts of the, various 
local authorities in England and Wales should be kept, and in 
particular whether such accounts should be prepared on a system 
requiring the entries of receipts and payments to be confined as 
far as possible to actual receipts and payments or not ; and (3) 
No. 69.— VOL. xvm. l 
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the regulations which should be made on the subject, regard being 
had to the necessity of showing accurately the amounts raised 
by local taxation and the purposes for which they are applied/* 

The Committee devoted a groat deal of attention to a number 
of technical questions relating to the prevention of defalcations 
and the presentation of accounts, but most of its time was given 
to the larger question specifically put in the reference. : whether 
accounts should be on a cash basis, recording sums of money 
actually received and paid in a given i>eriod, or on an ‘'income 
and expenditure basis, recording all incomings and outgoings per- 
taining to that period, whether actually received and disbursed or 
not/’ It is curious that the English language should be so 
deficient in nomenclature for systems which have long been known 
in Franco as gestion and exercice that Acts of Parliament have 
been passed in which ambiguous terms have been used which 
might mean either system. Regulation appears to have favoured 
gestion or cash accounts, while practice, so far as regulation per- 
mits, has adopted exercice or income and expenditure accounts. 
The Committee decide in favour of the income and expenditure 
system, and recommend its adoption in all regulations issued by 
the Local Government Board. 

The British national accounts arc kept on the cash 'system, 
and orthodox opinion among writers on finance has favoured 
that system for all national accounts. Everyone knows the story 
of how the French accounts were kept on the exercice system, 
and how in consequence at the Revolution the accounts of some 
of the years of Louis XIV. were found to be still unclosed. We 
all know, on the other hand, how the accounts of the British 
Exchequer for the year ending March 3ist are ready on April 1st, 
and the accounts of the departments a few months later. Now 
comes this Committee, and, after taking a large quantity of evi- 
dence almost entirely hostile to the cash system, condemns it root 
and branch, so far, at any rate, as local authorities are concerned. 
National accounts are not referred to at all, but the arguments 
used seem to apply to them just as much as to local accounts, 
and future writers on public finance will do well to take note of 
them. The objections to a cash system which weigh with the 
Committee are as follows : — (1) It does not allow properly for 
variations in the amount of stores in stock ; (2) it enables a weak 
or ill-disposed authority to put off the evil day of raising rates 
by postponing the actual payment of accounts. These objections 
seem to be directly applicable to national finance ; the only ques- 
tion is whether they do not apply with even greater force, owing 
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to the greater prevalence of party spirit in national affairs, and 
the consequent greater temptation to throw the odium of taxes 
on to the successors of the Government in power. 

To those who raise the difficulty of prompt closing of the 
accounts, the Committee reply that in practice authorities have 
found it easy enough to close within a few months. 

A point discussed by the Committee, more curious and interest- 
ing from the point of view of the economic theorist than practically 
important, was the treatment of capital assets. To attempt to 
put a value in money on all the assets of a local authority would 
be ridiculous. It is ridiculous enough for the national accounts 
to exhibit, as they do, a fluctuating figure each year for the value 
of the national leasehold interest in the Suez Canal, but it would 
be still more ridiculous for a local authority to value its streets 
or even its parks. Some authorities seem to have a desire to 
value their so-called remunerative undertakings, hut this also is 
seen to be absurd when it is remembered that the value of such 
undertakings is relative to the charges made, and that a system 
of valuation would represent a town which charges more 
for water than •another as having, in consequence of that fact 
alone, larger capital assets. So the Committee decide in favour 
of cost prices, which, they say, makes the balance sheet a correct 
“historical record of the actual cost of the assets.” But they 
qualify this decision by applying it only to “assets having an 
abiding or realisable value.” Expenditure “upon works such as 
street improvements, paving, or sewers, or for such martters as 
the promotion of Bills in Parliament or compensations, the cost 
of which has to be borne by the rates over a sanctioned number of 
years, and may therefore be described as Deferred Expenditure,” 
they regard as not producing abiding or realisable assets ; so that 
“the indefinite retention of the original costs of such items would 
be misleading and without compensating advantage.” Therefore 
in respect of these items the Committee propose that not the 
original cost, but only the outstanding amounts of the loans should 
be stated. Hero they seem scarcely to have grasped the fact 
that the presentation each year of a sum representing the total 
capital expended is of little or no use except in cases where some 
calculation of profit upon that capital is to be made. The fact that 
a park cost £20,000 fifty years ago is of no present imjtortance, 
because there is no suggestion that the people who use the park 
should pay interest on the £20,000 to the ratepayers ; the fact that 
a gasworks cost £100,000 fifty years ago is of present importance, 
because it is, or may be, thought that the gas consumers of the 

L 2 
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pifEsent should pay interest on that sum to the ratepayers. Hence 
the distinction between the cases where the original capital ex- 
pended should appear and those where it is unnecessary 
would more properly be drawn between the “ trading ” and “ non- 
trading” departments than where the Committee draw it. 

It is on the last head of their reference that the Committee’s 
report is least satisfactory. They do not seem to have grasped 
the fact that it is impossible to show ” accurately the amounts 
raised by local taxation and the purposes to which they are 
applied ” so long as the law maintains the present confused system 
of payments from the exchequer to the local authorities and from 
various local authorities to each other. Under the present law 
it is absolutely impossible that the accounts of a county borough 
‘ ‘ should be published in such a form as to be intelligible to rate- 
payers possessed of average ability but without (or even with) 
special knowledge of accountancy. ’ ’ The maintenance of separate 
borough and general district funds, the absurd maze of payments 
back and forwards between the borough and the poor law unions, 
and the complications introduced by the gratuitous addition in 
1888 of an ‘‘exchequer contribution account ” prevent any person 
not highly trained for this particular purpose from understanding 
what is Really going on, and make any statement on the rate 
demand notes of the amounts required for particular purposes 
entirely misleading. E. Cannan 


Report on Rules of Voluntary Conciliation and Arbitration Boards 
and Joint Committees. Board of Trade (Tjabour Depart- 
ment), 1907. Is. 4d. 

This interesting Keport, published at an opportune moment 
by the Labour Department of the Board of Trade, is deserving of 
close attention. It presents in a compact, convenient shape an 
authoritative conspectus of the systematic arrangements now made 
by voluntary initiative for the preservation of industrial peace. It 
would not be easy to over-estimate the beneficial results which have 
attended the sensible policy embodied in the solid facts set forth 
on these pages. Its range is large and its application varied. In 
his introductory letter Mr. Wilson Fox says that it ‘‘is estimated 
that more than 1,250,000 workpeople are covered by the operations 
of all the conciliatory agencies now in existence ” ; and in the 
Beport itself we are informed that “ at the present time there are 
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Boards of Conciliation in all the principal coalfields of Great 
Britain.’’ The smooth conduct of industry must have been greatly 
facilitated by this admirable system ; and the long and wide experi- 
ence of such arrangements constitutes a very material advantage 
which Great Britain happily enjoys in its present rivalry for the 
trade and industry of the world compared with other countries 
where such pacific organisation is either wholly unfamiliar, or has 
scarcely passed the initial stage of struggling infancy. 

The most significant circumstance, perhaps, which this Report 
brings into a relief not evident before, is the immense variety of 
detailed regulation which has been found compatible with the 
broad recognition of certain general principles in the actual practice 
of conciliatory methods. In this department of industrial life, as 
elsewhere, the characteristic traits of Englishmen have been dis- 
closed. An ex^x^rimental method has been used by them with 
conspicuous success ; and voluntary effort has thus been able to 
avoid the inconvenience, which legislation could with difficulty 
escape, of an unsuitable and unwelcome uniforfiiity. It has sought 
successfully to adapt its treatment to the circumstances in turn 
of each case or class of cases. No one who studies with care 
the rules of these various boards can, we think, fail to, be struck 
by the largo quantity of good sense w^hich has been brought 
to bear on their construction. And the gratifying consequences 
which have followed indisputably the development of the 
system, we feel tolerably sure, have been due to the con- 
stant application possible in the elastic operation of these rules 
of a wise tolerance and an equitable candour to disputed issues. 
The most likely occasions for irritating friction have been 
sedulously removed ; and, if in some instances the larger questions 
cannot be definitively settled by pacific means, a machinery has 
been devised, and brought gradually to more complete perfection, 
for adjusting without open strife a number of vexatious smaller 
differences. The Report states, for example, with appropriate 
truth, that the “efficacy of a Board as an instrument” for 
arranging quarrels ‘ ‘ depends to a considerable extent on the 
machinery provided for the settlement of cases referred to it, and 
especially on the provision or otherwise of an escape from a dead- 
lock”; but it proceeds to add that the ” importance ^of other 
matters than the machinery provided by the rules should be bornc3 
in mind, such as the personality of the members and the authority 
of the Board. Thus a Board whose rules provide no outlet in 
the event of the two sides failing to agree may in practice accom- 
plish much useful work, if the members are trusted by those 
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whom they represent, and are in their personal character suitable 
for the work of conciliation.” 

These pertinent observations may be quoted as an apt indica- 
tion of the most potent causes of the great success which has at- 
tended such conciliatory agencies in this country. It is the spirit in 
which the arrangements have been devised and carried into prac- 
tice, no less than the arrangements themselves, that has been the 
dominating factor. That spirit has been seen in a sensible resolve 
to achieve a practical result by mutual ” give and take ” ; and it has 
shown its influence in the original framing and the subsequent 
adaptation of the actual machinery employed. Thus we are not 
surprised to learn that of the 178 Boards covered by the rules 
printed in this Report, the 96 which have complete automatic 
methods for dealing with disputes include the majority of 
the im)X)rtant Boards in the main industries of the country. 
Of the 818,000 workpeople covered by the Boards in the 
mining and metal industries, for instance, 703,000 are 
accounted for by Boards comprised in this high class. Yet we 
are also not surprised to learn that these 96 Boards themselves 
exhibit great variations in their procedure. The particular stage 
at which pxternal intervention to avoid a dea’dlock is invoked 
differs in different industries ; the character of that intervention 
takes various forms and is assigned varying degrees of influence ; 
and in many instances provisions are ex])ressly made for equality 
of voting power between employers and employed, although an 
equal number of representatives may not be present on both 
sides. The problem indeed of the final means of settling a dispute, 
when all the preliminary steps which can be taken have proved 
ineffectual, has always been a crucial question in the history of 
voluntary conciliation ; and the fact that 90 of the 178 Boards 
now possess complete automatic methods affords conclusive proof 
of the great advance wdiich has been made towards industrial 
peace. 

But a further illustration, hardly less remarkable, of the 
notable progress which has been accomplished is also furnished in 
this Report. In certain industries, within recent years, a form of 
industrial dispute has been prominent which w^as specially difficult 
to adjust. Such awkward and obstinate quarrels wore known as 
” demarcation ” questions, and the matter at issue was the assign- 
ment of particular work, which had been changed in character by 
some alteration of industrial methods, to one of two or more classes 
of workmen who claimed it for their own. We learn from this 
Report that the special shape, which conciliation has commonly 
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assumed in those engineering and shipbuilding trades where 
this particular variety of dispute has recently prevailed, 
has been the formation of voluntary Boards for dealing with 
the “demarcation*' of work between different sections of 
workpeople. Thus the new demand has called forth the 
fresh supply ; and it has been found possible to meet and overcome 
a formidable obstacle by an adaptation of the mechanism used to 
the circumstances of the case. The existence, similarly, in the coal 
trade of standard rates of wages, to which a certain selling-price is 
understood to bear a proportionate relation , within agreed maxi- 
mum and minimum limits ; the continued prevalence in the iron 
and steel trades of the more systematic recognition of this general 
principle in the shape of sliding scales ; the complete provision 
made for the arrangement of minor differences by the Brooklands 
agreement in the cotton industry ; and the numerous local Boards 
erected during recent years in the building trades, exhibit efl*ec- 
tivoly the elasticity of which the principle of conciliation is 
capable ; and they disclose the great advantage of the tentative 
methods which voluntary action encourages or allows. 

An interesting ex{>eriment has been lately added to those 
comprised in this’Eeport by the settlement arranged between the 
railway companies and their employees by the President of the 
Board of Trade. In some respects the scheme propounded is a 
“ now departure ’* ; and perhaps it is more likely to succeed on 
that account. To an external spectator it may appear that the 
comijromise effected has favoured the main contentions of the 
directors more decisively than the avowed aspirations of the men. 
For no place has been reserved expressly for the Amalgamated' 
Society of Ptailway Servants, or for any other trade union of rail- 
way employees ; and, until the final stage of arbitration by an out- 
side arbitrator has been reached, there seems to be no special 
reason why the representatives of the men in the conciliatory 
negotiations should be the members of trade unions. The re- 
verse, perhaps, is probable. They can hardly by any possibility 
coincide with the officials of the Society, for the actual employees 
of the companies alone are eligible. Each railway company, 
moreover, is to deal directly with its own employees ; in the first 
instance, existing machinery for redressing grievances ^is to be 
invoked ; and questions of discipline are not contemplated as 
falling within the jurisdiction of the new conciliatory Boards. 
These aiTangements may bo necessitated by the circumstances of 
the case; but they are a “ new departure,” for in most previous 
instances of systematic methods for preventing breaches of the 
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indnstrial peace the accredited representatives of the men at every 
stage of the negotiations have been trade unionist officials. 
Accordingly, in some influential quarters in the labour world the 
recent railway settlement has been described as a distinct set- 
back to unionism among railway employees. It must also be 
remembered that hitherto the success of conciliation in other indus- 
tries has been shown generally by the common avoidance of 
recourse to the means provided in the last resort by the preliminary 
use of the machinery in operation at the earlier stages. On the 
other hand , the definite rdle given by the railway settlement to the 
Board of Trade in the arrangements for the election of the 
members of the Conciliation Boards, and in the final adjustment of 
disputes, is also a fresh feature ; and the semi-public character of 
railway undertakings may be regarded as the sufficient reason for 
this particular development. It is possible, however, that it may 
promote further movement in the same direction in other in- 
dustries, besides that now immediately concerned. The action, 
in that case, of Mr. Lloyd George would form the commencement 
of a new chapter in the history of industriul conciliation. At any 
rate, it constitutes a significant addendum to’ the instructive 
matter cojatained in the Report of the Laborfr Department of 
the Board of Trade. It may fittingly take a place in the full 
account there given of the abundant and the varied mechanism 
now in operation in this country for the maintenance of industrial 
peace. ^Compared with the state of affairs existing but a quarter 
of a century ago, the advance achieved has been remarkable j and 
the Report is specially opportune because it enables such note- 
worthy progress to be closely observed and exactly gauged. 

L. L. Pbice 


Report from the Select Committee on Home Work, Home of 
Commons, 1907 — 290. 

The evidence of several high authorities on women’s work 
and wages forms the substance of this first report. It is pleasant 
to read that in the opinion of one so well qualified to 
judge as Miss Rose Squire, the conditions of home work 
in regard to sanitation are greatly improved in recent years, 
especiallj' in London. The improvement visible is, however, 
mainly to be understood as affecting “structural sanitation,” as, 
for instance, diainage, lighting, ventilation, cleanliness of walls 
and ceilings, paving of floors, and so forth. In regard to 
“domestic sanitation,” or the condition in which the house is 
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kept by the inmates, there is no such marked improvement. 
Neither factory inspector nor local authorities have much power 
to deal with domestic uncleanliness, and in many towns nothing 
beyond structural sanitation is enforced. It is a difficult matter, 
owing to the poverty of many of the workers, but in many towns 
where the medical officers are alive to the immense importance 
of cleanliness in workplaces, they have managed to effect a 
measure of improvement by persuasion, rather than by serving 
notices. It appears, indeed, that even where statutory notices are 
served for domestic uiiclcanliness, no case has ever been taken 
to the Courts. Miss Squire thinks that the local authorities 
should have more power in this matter ; she knows one sanitary 
authority that enforces floor-cleansing, itself providing the neces- 
sary soap and materials where need is great, and removing and 
disinfecting bedding, d:c. ; but it is so far exceeding its statutory 
powders. These points are of vital importance whore the family 
practically lives, eats, and works in one room. It is almost 
impossible, in her opinion, to kee(> a room used for all purposes 
in a cleanly state, and wdien the mother does home work it is 
“utterly impossible.” Poverty is the cause of much unclean- 
liness; the iX)orer the worker the dirtier the house, and Miss 
Squire thinks if the w^orkor were better paid a gr&t deal of 
imcleanliness would disappear. 

Miss Squire finds that the low rate of pay cdiaracteristic of 
homo work is mainly due to the unemployment of the men. 
The employment of the wife in home work follows closely the 
peribd of unemployment of her husband, and is, in most cases, 
a true index of the fluctuations of his work. Equally with un- 
employment, comes in the question of casual labour, and the low 
wages of men in steady w^ork. The wives of dock or other casual 
labourers are employed in home W'ork for much the same reasons 
as the wives of unemployed men, and thi\se women are frequently 
the least skilled class of workers. If the wives of the unemployed 
and unskilled labourers could be withdrawn from the market and 
cease competing with the widows and spinsters who should be self- 
supporting, these last would have a chance of more reguhr work 
and less hopelessly inadequate pay. Miss Collet, who was asked 
whether she thought that married wom(m working at home 
brought dowm the rates of pay because, being not entirely depen- 
dent on the work, they could afford to do it for less money, replied 
in the negative. She thinks this class of home workers are, on 
the whole, better off than the rest, and are frequently quite well- 
to-do people. Her researches gave the result that (in London) 
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of home workers 55 per cent, were married, and 18 J per cent, were 
widows. Of the 55 per cent, married, those whose husbands are 
in regular work will not take work at low rates ; they are gener- 
ally rather good workers, and know the rates, and have something 
more useful to do than working for low rates. 

There are still violations of the Truck Act, unfortunately, 
and these arc tending to increase, owing to a recent 
decision of the High Court which makes it almost impossible 
to enforce the law. Payment in irregular ways is increasing 
in certain localities and among the poorest class of workers. 
Oppressive fines and deductions are the more serious when the 
original wage is extremely small, even if fully paid. At Notting- 
ham a large number of lace nianiifacturers have published a list 
of the lowest prices paid by them. This was done in order to 
check the i>erccntage taken by the middlewomen, the masters 
fearing a sufficient amount did not go to the wwkers. In point 
of fact the w^orkers often do not receive their full price, owing to 
the farmiug-oiit of work by middlewomen. The middlewoman 
renders an imfX)rtant service in the superintendence and distribu- 
tion of work, but her profit is derived solely froin the difference 
between the sum she pays the out-worker and tlie^sum she receives 
from the warehouse. It appears that the rate paid for lace- work 
does not admit of a double profit. The system also leads to some 
forms of truck ; the middlewomen sometimes keep a small grocer’s 
shop, at which the out-^vorkers become customers, and take goods 
instead (3f cash for their work. 

Spoilt work” is a means of oppressing workers, who* arc 
often made to pay damages enormously in excess of the price 
they receive for work done. In some cases they are even charged 
the actual selling wholesale price, the employer thus making a 
profit out of the failure of the worker to do the work properly. 

The difficulty of arriving at a just estimate of earnings is much 
greater in the case of home workers than in that of other earners. 
Miss Collet stated that piece rates tell nothing as to earnings; 
the very greatest diversity is to be found amongst home workers 
paid the same rate. On very low-class work some people earn 
as imicli as on better-class work. The principal modify- 
ing conditions arc summed up by Miss Squire thus : — 
(1) The amount of time taken over a unit of work; (2) the 
amount of energy and skill required ; (3) the amount to be ex- 
pended in materials by the worker; (4) the time taken to fetch 
and carry work. In some cases work is brought to the workers’ 
houses, which makes a vast difference compared with having to 
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go and fetch work, perhaps having to waste several hours in 
waiting for it. The difficulty of computing the earnings that can 
be reasonably expected from a given rate of pay is extreme,, and 
even an experienced employer may give an erroneous opinion, 
which should be chocked by comparison with a worker’s experi- 
ence. 

Very few persons, comparatively. Miss Squire tolls us, actually 
depend upon home work for a livelihood. Those who at first sight 
appear to do so, on further inquiry are usually found to have poor 
relief, pensions, or charitable help. Their remuneration could 
not provide their whole support. The cost of the work in these 
cases is not really paid by the employers, and the community has 
in some other way to pay part of the cost of producing these 
articles. 

Miss Squire’s evidence shows that skilled work is by no means 
immtme from sweating. She instanced corset making as one of 
the worst paid industries that had come under her observation. 
It is skilled <vork, it has to be learned, and only skilled workers 
can do it. For common corsets, hv. 7Jd. a dozen pairs is paid ; 
for the usual kind, l,s. lOd. to 2s. Cd. a dozen ; and for the better 
class, 2s. 8d. to 5s. In order to earn anything at the lower rate 
they work at fever speed. They supply the necessary* canc and 
cotton. The following is extracted from a worker’s book : — 

s. d. 

Making 2 dozen corsets at Is. TJd. a dozen ... 3 3 

Deduct lbs. cane, at Sd. — ls., and 2 
reels cotton at 3d. = Gd 1 6 

1 9 

which works out at lO^-d. per dozen pairs. This worker could 
make two dozen pairs in three days. More is earned by factory 
workers, working on power-driven machines; they average 7s. 
to 14s. a week. 

With regard to the difficult subject of wages regulation, as 
might be expected, a great diversity of opinion is revealed in the 
evidence before the Home Work Committee. Miss Clara Collet 
did not think the Wages Hoard “a iwssiblc thing” (q. 822). 
Miss Hose Squire, on the other hand, thought that with’ a Board 
composed of persons with sufficient knowledge and expedience, it 
would be quite possible to draw up a scale of payment which 
would bo callable of ex])eriment— it would be “no more difficult 
than settling the wages in a factory ” (q. 833). The Nottingham 
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attempt to fix a minimum wage (quoted above) indicates that the 
better class of employers desire to check unfair competition 
(q. 1012). 

Mr. Graves (Inspector, Birmingham) thought it would be 
difficult to enforce awards of wages amongst home workers, unless 
a licensing system were first introduced ; he thought the poverty 
of the w^orkers would lead them to accept a wage lower than the 
minimum (q. 1523). Mr, Goddard (Inspector, London) was in 
favour of the establishment of a Wages Board, and thought it 
would regulate the prices for employment. He was prepared to 
face the incidental throwing ont of work of a certain number of 
workers because he believed a large number w^ould be benefited. 
He thought “ the perpetuation of the present system means that 
the misery w’ould increase with increasing years” (q. 1573-83). 
He thought the Particulars Clause administennl in those trades to 
which it applied tended in soiru^ cases to regulate the price by 
giving greater opportunity for knowiedge (q. 1585). 

Miss Gertrude Tuckwxdl thought legislatioil necessary. 
The low pay, in her opinion, is the root oi the whole 
question, and tlie long hours and bad •conditions are 
mainly the outcome of the low pay. ” When people are working 
for a pemYy an hour they must bring in their children and every 
available worker in order to obtain anything which makes exist- 
ence possible.” Hlie su))ported the Wages Board Bill, which 
would call into existence boards for each trade, to regulate wages 
for work both inside and out of factories. The idea of Mr. Hen- 
derson’s Bill is that those trades wffiich have no |x)\ver of rcf^iilat- 
ing their own condition should be regulated by law\ She thought 
it w^ould not be difficult, with the help of voluntary associations, 
such as the Women’s Trade Union League, to check evasion of 
the law. The evidence from Victoria shows that abuse and 
evasion W'crc frequent at first, but that the determinations are 
now much more generally kept (q. 2515). Miss Mary MacArthur 
believed Wages Boards would be a valuable weapon in organising 
women workers ; ” if we raised their wages ever so little we would 
be enabled to organise them and so improve their general condi- 
tions ” (q. 2731). 

Miss Clementina Black supported the regulation of wages, 
and hopdd to see it extended to all underpaid industries, whether 
men’s or women’s. Mr. Daly (Secretary of Tailors’ Union) said 
he was convinced the establishment of a Wages Board with 
power to fix a minimum w^age was the only effective method of 
controlling the conditions under which our industry should be 
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carried on. He believed the masters themselves were largely the 
victims of circumstances and would welcome some means of 
(effectively checking the competition to which they are exposed. 
Mr. Askwith (experienced as arbitrator and umpire in labour 
disputes) said there would be difficulty in fixing rates of payments, 
but only such difficulties as a practical Wages Board could over- 
come (q. 3937). Mrs. Eamsay MacDonald said she was not 
opposed to a Wages Board or a minimum wage on principle, but 
believed that the difficulties of working had been under-estimatcHl. 
She also thought that in Australia and New Zealand there was 
now less satisfaction with this working than formerly, and there 
w^ere some evasions in home work (q. 4360 and ff). 

B. L. Hutchins 


Sixty-ninth Annual Report of the RegiHrar-General of Births, 
Deaths, and Marriages in England and Wales, 1906. 
[C^ 3833.] 

The marriage rate rose to 15’G jHu* 1 ,000 of the total jxipulation. 
The birth-rate Is the lowcist on I’l^cord, 27*1 per 1,000 of the total 
population. Calculated on the married female population, the 
birth-rate shows a rather gr(‘atcr fall. The death-rafe was 15*4 
per 1 ,000, being 1*4 below the mean rate for the period 1896-1905. 


Cost of Living of the Working Classes, Report of au Inquiry 
^by the Board of Trade into Working Class Rents, Housing 
and Retail Prices, together with the Standard Rates of Wages 
prevailing in certain Occupations in the Principal Industrial 
Towns of the United Kingdom. 38G4.] 

The comparisons in respect of cost of living are effected by 
index-numbers for (1) rents, and (2) prices in different places 
compared with London. These two index-numbers are combined 
into one by assigning a “weight” four to the index-number of 
prices. The combined index-number is compared with an index- 
number for the rate of wages. 


Report on the Conditions and Prospects of British Trade in New 
Zealand. [C^. 3867.] 

With reasonable vigilance and attention to the wishes of their 
customers, British traders should maintain and improve their 
position in the New Zealand market. 
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Report upon the Conditiom and Prospects of British trade in 
Canada, [C^ 3868.] 

Thouoh our trade is threatened by the proximity of the United 
States and by the competition of Canadian manufacturers, the 
prospect might be improved if our manufacturers would study the 
requirements of Canadian customers. 

Inheritance-Tax Laws. Digest of the principal Features of the 
Laws of Great Britain, France, and Germany, together with 
an Outline of Inheritance Taxation in the United States and 
a Collection of Judicial Decisions relating thereto. (Wash** 
ington.) 

Bulletin of the Bureau of Labor, No. 72, 1907. (Washington.) 

Deals with Italian, Slavic, and Hungarian immigrants, 
and with the economic condition of the Jews in Kussia. 

Report of the Commissioner of Corporations on the Petroleum 
Industry. Part II. Prices and Profits. (Washington.) 

Annual Report of the Commissioner for 1907. 

There has been a marked increase in the margin between the 
price of crude oil and the prices of its leading finished products 
during the last ten years. The margin is greater than it would be 
under free competition. The Standard Oil Company has sold in the 
foreign trade much cheaper than in the domestic trade. It dis- 
criminates between places, charging extortionate prices where 
there is no competition, and cutting prices where competition 
is active. Its profits are excessive. It has superior efficiency, 
but does not share the benefit thereof with the public. 


Obituary. 

Sir John Strachey. 

In December, 1907, there died Sir John Strachey, then the 
foremost of living Anglo-Indian administrators. Having begun 
his Indian career in the ’forties, when that country was, from 
the fiscal point of view, in an altogether mediaoval condition, he 
climbed rapidly through the lower grades of the Civil Service, and 
later in his career attained successively to the positions of Judicial 
Commissioner of the Central Provinces, Chief Commissioner of 
Oudh, Lieutenant-Governor of the North-West Provinces, and 
Financial Member of Council. To a man imbued with the theories 
of Mill and endowed with all the executive powers pertaining to 
the trusted adviser of a beneficent despotism, such a career was 
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fraught with tremendous opportunities, and w^cH did John Strachey 
use them. If space allowed, it would be interesting to draw a 
parallel between the work of Turgot in France and that of 
Strachey in India. The resemblance is most striking. To men- 
tion only tw^o points : as local administrators both men showed 
great skill, and employed very similar methods in the relief of 
distress caused by famine, and as Finance Ministers, Turgot freed 
from restraint the internal corn trade of France, whilst Strachey 
abolished the “ salt line ” in India. Strachey, however, though 
an ardent advocate of laisHer-aller , was not so anxious to laisser-^ 
faire, and in his book (written jointly with General Sir Richard 
Strachey), The Finances and Public Works of India, recommends 
that the Indian Government should construct railways itse>lf rather 
than entrust them to the ngency of guaranteed companies. The 
memory of the English is short, but no doubt in many an Indian 
village the elders still tell of the wise and kindly “ Lat Sahib who 
came to help his people in their hunger. D. A. B. 


- City Notes. 

We have received the following notes from “ R. : 

End of the American Panic. — When the last notes were 
written, at the end of November, the City had just been experi- 
encing a month of 7 per cent., and although there were signs of 
the American panic being surmounted, and of a general oasing of 
the monetary situation everyw^here, it was too early to speculate 
either on the termination of the 7 per cent, period or on the 
passing of the American panic, which was so largely the cause 
of it. Happily, at the turn of the year the prospect brightened. 
The 7 per cent, period came to an end the first week in January, 
when a reduction to 6 per cent, was made, having thus lasted 
almost exactly tw^o months, and a month later a reduction was 
made by two steps from 6 to 4 per cent., which indicates a final 
return to more normal conditions. The great monetary crisis of 
1907 has thus come and gone, leaving many wrecks behind, but 
with the speculative rubbish which was hindering genuine busi- 
ness almost entirely cleared aw’^ay, and the way prepared for a 
return to industrial and financial activity under better auspices. 

Rise in Consols. — One of the most satisfactory indications of 
improved conditions has been a recovery in Consols, which fell 
at one time to 81, or even less, under the weight of 7 per cent., 
but have since recovered to 87 J, the extreme price of 88 having 
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been touched. The present figure is still low when a comparison 
is made with a period before the Boer War ; but the causes of 
the general depression in the stock markets which prevailed before 
the American panic would appear to have been removed. There 
is no hindrance now to a steady advance in gilt-edged securities, 
which may be fairly expected from the combination of cheap 
money and contracted speculation the American collapse has 
brought about. 

London and other Money Markets Compared , — A good deal 
of somewhat complacent comment is being made on this side 
on the comparative freedom of the London money market from 
failures, while serious smashes have been occurring not only in 
the United States, but in Berlin, Hamburg, Amsterdam, Antwerp, 
Copenhagen, and other Continental centres. Why has London 
escaped so well? There is reason for satisfaction, of course, but 
there are undoubtedly drawbacks — apprehensions that bad busi- 
ness may have been covered up, and that some re^l liquidation 
is going on under the surface. The magnitude of banking institu- 
tions in Grreat Britain rather facilitates the covering up of bad 
business. In America a big speculator brings down his banker 
rather easily, as the banker is one of a grea*t crow^l of small 
men; but in London a big bank or financial institution is not 
at the mercy of one or two speculators, as some bankers in 
America and on the Continent ap^Xiar to have been. All that 
happen^j, then, is that the speculator is wiped off in the bank’s 
books with such loss as may have been incurred, but tht;re is 
no public failure, such as would have followed if the bank had 
been smaller. The London system of banking has thus great 
advantages over its foreign rivals, and all will go w^ell if the 
bad business, though concealed, is properly liquidated in time. 
The danger, however, is that bad business may be actcumulated, 
and that a great institution even in London may come on the 
rocks as at the Baring crisis in 1890 ; but this danger is not yet. 


Imports and Exports, — Meanwhile, 1907 has been a record 
year in our foreign trade, and it may be interesting to note the 
figures of the whole year pour memoir e. The totals are : 


Increase. 



Millions. 

Millions. 

Imports in 1907 

£646 

38 

Sbiports of British and Irish produce in 1907 

426 

51 

Ea^rts of Foreign and Colonial produce in 1907.. 

92 

7 

Total 

. £1,164 

96 
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This is a most remarkable showing, especially as there is over 
one hundred millions more increase to be added in respect of 
bullion, transit trade, and other items, not to speak of the vast 
movement of shipping which represents additional values. It is 
a trade of this enormous magnitude which our fiscal reform friends 
seek to control and strait-jacket ! 

The Fall in Silver . — Beference was made in the last notes to 
the sudden fall in silver from about 31d. to 25d. There has been 
no recovery since the autumn. The explanation appears to be 
the rain deficiency in India, which has caused a cessation of the 
large demands for silver on Indian account. No doubt the 
American panic and a bank rate of 7 per cent, have worked in 
the same direction. It remains to bo seen whether a return of 
Indian prosperity will load to a higher price for silver, India being 
still the predominating factoi* in the market. It is interesting 
to notice that the fall in silver has had a considerable effect on 
the imports and exports of China and China’s principal customers, 
especially Japan, which has had quite a crisis of its own in 
consequence mainly of the disturbance of its trade with (.‘hinii. 
The fall in silver, in fact, operates in China as it used to be 
said that it opei'at'ed in India, stimulating the exports ai^^d making 
China a formidable competitor in all inark(d;s to which it exports, 
among which, of course, is Japan, and, on the other hand, check- 
ing and contracting the imports, and so limiting the market of 
the countries from which the imports are received. Tog much 
is made, we believe, of this effect of the fall in silver, as too much 
was made of it formerly when India had a silver standard and 
the trade of India was in question; but it is interesting to see 
how the recurrence of like circumstances gives rise to like ex- 
planations. _ 

Budget Prospects . — As Budget time approaches, interest is je- 
vived in the question of what Mr. Asquith will do, especially in 
view of his undertaking to tackle the subject of old-age pensions. 
The revenue is coming in in a way not likely to disappoint, but 
otherwise the prospects do not seem at all brilliant., money being 
promised in certain directions, particularly for education and 
licences, while the Army and Navy Estimates, instead of being 
diminished, have been rather increased, with increases in fntmc 
years foreshadowed. The Budget problem has thus become a 
most difficult one, and it is not made easier by the political diffi- 
culty arising from differences of opinion on the ministerial side 
as to the real practicability of economies in Army and Navy. 

E. G. 


No. 6U. — voii. xviii. 
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Current Topics. 

Eecent movements relating to wages in the cotton industry, 
which for a time threatened extensive strikes, have brought out 
divergent views as to the interpretation of the famous treaty 
known as Brooklands agreement, signed by the representatives 
of employers and operatives (spinners, weavers, and card and 
blowing-room operatives) in 1893 on the conclusion of the great 
strike of that time. This agreement laid down rules of procedure 
in cases where any employers or operatives desired an alteration 
in wages, which rules of procedure insured that any such proposals 
should be laid before a joint meeting of employers and operatives. 
Further, the agreement declared that twelve months must elai)se 
between changes in wages, and that advances or reductions must 
not exceed or be less than 5 |:)er cent. 

In the autumn of last year the Oldham spinners asked for an 
advance on fine counts of 20 per cent, on twist and 12*1 per cent, 
on weft, on the ground that finc^ spinners \v’erc paid less in Oldham 
' than in Bolton. Ultimately the demand was reduced to 10 per 
cent, on hoth twist and w^eft. The masters responded that the 
matter could not be raised then, as twelve months would not have 
elapsed since the last change in the rate of wages till the follow- 
ing June. The operatives did not share this view, because a 
general advance was not claimed, but merely the redress of a 
grievance affecting only a section of the spinners. Matters were 
thus brought to a deadlock. At the eleventh hour the President 
of the Board of Trade (Mr. Ijioyd-George) intervened, and solely 
in consequence of his endeavours a truce was arranged on Novem- 
ber 24th for a fortnight. It was agreed that negotiations should 
be resumed, and that the opinion of the Law Officers of the 
Crown should be taken as to the bearing of the Brooklands agree- 
ment on the situation. The Law Officers held, in a document 
dated December 3rd, that the demand did contravene the Brook- 
lands agreement, as a percentage advance was asked for, and they 
expressly stated that in their view the fact that it related to a 
section of the spinners only (i.c., in their words, was a “piece- 
meal “ demand) did not render it permissible. They added, how- 
ever, “ while expressing the above opinion on the point which has 
actually arisen, we desire to add that, in our opinion, demands 
which are in reality for a rearrangement or revision of allowances 
or conditions which have become inappropriate to a particular 
section of the trade would not necessarily be subject to the provi- 
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sions of clause 4 merely because they might allow such section 
to earn de facto larger wages than they would earn before.’* 

By the time this opinion was received in Manchester, the 
conference of representatives of employers and operatives was 
engaged in discussing possible forms of revision of the Oldham 
list. Mutually satisfactory terms were agreed upon on December 
5th, after critical negotiations w^hich drew Mr. Lloyd-George 
again to Manchester on December 4th, though he was not actually 
brought into the discussion. The settlement w^as as follows : — 
That the quick speed clause of the Oldham list be modified so 
that mules running slower than 3 draws in 44 secs, for a 63-mch 
stretch have added to gross earnings payment for ^oth of the 
number of seconds they run quicker than 3 draws in 120 seconds 
for a fi8-inch stretch at the rate per second provided for in the 
quick speed clause. Those mules now running quicker than 3 
draws in 44 secs, for a 63-inch stretch to continue to receive what 
the present clause gives them.” The quick speed clause is an 
arrangement by which allowances or extras are paid to operatives 
working very fast machinery on the ground of the greater 
work entailed. Only coarse counts can be spun at these high 
si>eeds. The solution has been to extend allowances* to lower 
speeds — that is, in effect, to extend them to higher counts. Allow- 
ances increase as before with a rise in speed (from the fairly low 
speed point of 3 drawls in 120 seconds) — that is, generally speak- 
ing, with a fall in the fineness of the yarn, but as the fine spinner 
now gc^.ts some of these extras his fx>sition is improvt^d in relation 
to that of the coarse spinner. 

Dukkng the agitation there was some talk of a universal list, bu| 
to obtain common agreement upon its details would be a matter 
of the greatest difiBculty in view of the fundamental differences in 
principle hetweeji the Oldham and Bolton lists, which are by 
far the most extensively used. By such a list the wages of large 
numbers of ojxiratives would have to be raised a great deal to 
prevent others from being required to accept reductions to which 
it would not be easy to reconcile them. This results from the 
fact that wages do not in all places scale in the same way. And 
there is doubt as to whether one list would allow sufficiently for 
local differences in respect of the quality of labour and the kind 
of specialism of the trade, though this difficulty might be sur- 
mounted by leaving much to be settled by the mode of applying 
the list. At any rate, it appears certain that patchings was the 
safest solution of the recent difficulty. 
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Bbfobb this storm had cleared away another was gathering 
and had already broken locally. The ring-spinners asked that a 
piece-rate list for ring-spinning should be drawn up, and that 
ring-spinners’ wages should be raised. The employers declared 
themselves ready to consider the formation of a list, but argued 
that the demand for an advance (before Juno, 1908) and the strik- 
ing of two mills, which had actually taken place, were breaches 
of the Brooklands agreement. Again there seemed to be a hope- 
less deadlock. However, good sense prevailed, and on Jan nary 
24th it was determined that negotiations should ])rocecd as regards 
the construction of a ring-spinners’ list ; that work should be 
resumed at the four mills, which by that tinu* wnre in a state 
of enforced idleness ; and that the employers should not be taken 
to assent to any setting aside of the Brooklands agroemcmt, or to 
any assumption that ring-spinners were not under that agree- 
ment, though they, the employers, were pn ‘pared to take the 
view that during thi^ negotiations for a universal list no discus- 
sion on the question of the ]h-ooklands agreement nead arise. 

Evidently a clear and definite common understanding as to 
Jihe exact interpretation to be placed on a ])art of Ihe Brooklands 
agreement is still to s(*ek. In view of this patent fact the action 
of both parties in compromising has been wise and statesmanlike^ 
The peculiar circumstances which have arisen cannot frequently 
recur, but it would seem desirable that before they do the Brook- 
lands agreement should be revised or supplemented w'ith an inter- 
pretation clause. 

The premium bonus system was discussed by a deputa'tion 
of trade unionists which waited upon the Fii*st Lord of the 
Admiralty on January 30th. The deputation objected to the 
adoption of the system in Admiralty works, claiming that it was 
dishonest, and led to the dischargii of the older men. Lord 
Tweedmouth, in reply, said that he could not hold out hopes 
that the system would be dropped. He claimed that the men 
gained an increase of wage by it, and that they liked it. He 
pointed out that up to the present it had only been adopted among 
comparatively few men, but went on to say that he would give 
no promise that it would not be considerably extended. 

The annual conference of the Labour Party was held this 
jear in Hull on January 23 st, 22nd, and 23rd, The chief interest 
lay in the resolutions defining the attitude of the party towards 
Socialism, and here the general public have been much bewildered 
by the passage of two apparently contradictory resolutions. But 
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a careful reading of the words of the two resolutions makes the 
position clear. The first, which was rejected, sought to declare 
that the object of the party was “ to organise and maintain a 
Parliamentary Labour Party, with its own whips, whose ulti- 
mate object shall be ... . the institution of public ownership 
and control of all the means of life.” In spite, however, of the 
defeat of this motion by an overwhelming majority, the conference 
went on next day to declare that ‘ ‘ the Labour Party should have 
as a definite object the socialisation of the means of production, 
distribution, and exchange.” The secret of the situation is that 
the first resolution would have bound the minority, whereas the 
st^cond expresses an abstract opinion. The Socialists showed 
that they were in a majority at the conference, but that they 
were willing that the Labour Party should bo open to trade 
unionists who would not declare themselves to be Socialists. 


The reports of the American Commissioner of Cor];x)rations, to 
which we refer on another page (p. 158), road in connection with 
the prosecutiow of the Standard Oil Co. by the Department of 
Justice, seem to show^ that there has at last been discovered a 
method for checking the abuses of monopoly. The prosecution, 
we believe, was largely based on the investigations made by the 
Bureau of Corporations. The purposes, described by us in a 
former number (Vol. XV., pp. 283 and 385), for which the Bureau 
of Corporations was created, are being accomplished. The Alton 
case, which Resulted last year in a verdict of guilty, with a fine 
of some $30,000,000, is but one of several rebate cases for which 
the Standard Oil Co. has been indicted. Moreover, the Govern- 
ment has presented a bill in equity for the dissolution of the 
Standard Oil monopoly, under the Sherman x\uti-Trust Act forbid- 
ding combination in restraint of trade and monopolies. Whatever 
the result of this suit, and whether or not the appeal against the 
legality of the fine in the Alton case be successful, it is clear that 
a weighty blow has been struck against the abuses of corporate 
combinations. Mere publicity, it may be expected, will often 
prove a corrective of the industrial evils connected with monopoly. 
Th('> Commissioner looks for “a general administrative system 
of supervision,” which shall give the essential facts relating to 
all ” inter- State corporations.” There is required a system 
” which will enable the Government to deal with such corpora- 
tions in the main by administrative supervision rather than by 
judicial procedure ; whose methods will be preventive rather than 
penal; and, most important of all, a system which will afford a 
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ground fd^'o<^tact and co-operation between 

Government o^cials charged with this work on the one hand 
und corj)orato managers on the other. So great is the complexity 
and so tremendous the scope of modern industrial machincjry that 
it carj be regulated satisfactorily only through such administrative 
action exercising constant supervision and inspection,” 

Tn consequence of the incorporation of I'nivcrsity College 
with the University of London, some changes in the title of the 
teachers of economics and kindred subjects in London have been 
made. The awkward title ot Appointed Teacher has been dis- 
carded. Professor Foxwell, formerly Professor of Political 
Economy at University College, and Appointed Teacher of Bank- 
ing and Currency, has become JVofeSvSor of Politic,a) Economy 
in the University of London. Dr. Edwin Caiman is also Pro- 
fessor of Political Economy in the UnivtTsily of London : Mr. 
Bowdey is Bcader in Statistics; Mr. Hubert Hall, Keader m 
Palx'ography and E(‘onornic History : Dr. Lilian Knowles, Ib ader 
in Economic History; Mr. H. J. MackmdiT, Leader in (ico- 
graphy; and Mr. A. J, Sargent, Header in Foreign lVad(‘. \]] 
of these ^ continu<‘ thi'ir teaching at the TjOndon School ot 
Economics. 

J^OFESSOR J. H. Clapham, Profcssor of Economics at the 
University of Leeds, has been ap{>oini('d Assistant T\itor in His- 
tory at •King's College, Cambridge, in snc‘cessjon to Mr. Oscai 
Browning, who has resigned his |>ost, Mr. Browning retaiif^* his 
University Jjecturoship in Histoiy. 

M. Adolphe Landry has been appointed to the chair of thti 
History of Economic Doctrines, which has beim recently cn^ited 
by the Municipal Council of Paris at the EcoJe des Hautes Kindes. 
M. Landry is the author of a book on the ” Social Utility of 
Property,” and also of one on the “Interest of Capital.” He 
pursues the abstract methods of the Austrian Hchool. 

The Professorship of Laws at Trinity College, Dublin, vacant 
by the retirement of Mr. ]3rougham Leech, has been conferred 
on Professor Bastabb*. Our readers will be glad to hear that 
he will not be lost to jxditical economy, but will continue to 
^old the Professorship of that subject. 

The affinity of legal with economic studies has been lately 
tRaoed by Professor J. S. Nicholson in an address to the Faculty 
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of Actuaries at Edinburgh. Hfe' dwelt also on the uses of mathe- 
matical ideas in economic problems, showing that analysis of the 
kind originated by Cournot is required in order to understand the 
nature of competition and monopoly. 

The Franco-British Exhibition, which is to occupy a vast 
site at Shepherd’s Bush, will contain one section devoted to 
Social Economy, Sanitation, and Public Relief. The section will 
deal with economic resources and organisation. State regulation 
of industry, methods of industrial remuneration, profit-sharing, 
provident institutions, co-operation, housing, hygiene, public 
relief, and charity organisation. The Home Socretaiy is the 
chairman of the committee of this .section. 

The quarterly meetings of the Royal Economic Society, which 
were announced in the Se})temher number of the Economic, 
Journal, hai.v(' been held with success — one in November and one 
in February. The original programme was not, indeed, earned 
out in all its dt'tails, owing to accidental circumstances. But 
excellent .substitutes for tin- (>apers announced were supplied by 
Prof. S. Chapman and Mr. (’. .T. Hamilton. The reading 
of th(' papers was followed by instructive discussion, at which 
more unanimity prevailed than might have been expectetl — as to 
the second subject, at least, )ninimum wage— where leading repre- 
sfintatives of both Socialism and Laisser-Faire were presejit. The 
amicable interchange of opinions was prolonged by the economists, 
who, on the termination of the debate, shared a simple repast at 
a neighbouring restaurant. The quarterly meetings are intended 
to be less formal than the Economic Congress, which was also 
inaugurated last year. 



RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 

Decembeb, 1907. Presidential Address. Eight Hon. Sir Charles 
W. Dilke. Bart. A criticism of defects in British official 
statistics suggests the creation of some ponnanent statistical 
direction,” The Rent of Agricultural Land in England and 
Wales during the Nineteenth Century. E. J. Thompson. Tlie 
trend of rents deduced froni samples is compared for the last 
half of the oenturj’ with income-tax returns and Sauerbeck's 
index number for animal and vegetable food.” The ” eco- 
nomic rent” of land in England and Wales after allowance 
for repairs and interest is estimated at £6,800,000. The 

Differcnfial Law of Wages, li. L. Moore. The statistical 
aspect, of the theory propounded in the Economic Journal for 
December. 1908. 

The Economic Review. 

Januahy, 1908. The Study of Politics. A. E. Zimmerk. The 
Vnder-crou'dcd Easi-end. M. J. Landa. The Coventry Motor 
and* Cycle Trades. G. B. Carlisle. Mechanism and Modern 
Life. Idiotes. The Problem of the Watering-place. Euth 
Kenyon. 

The Contemporary Review. 

Janu.ary, 1908. The American Panic. Lord Welby. A lucid suni- 
mary of facts and probable causes. The Government and Old- 
age Pensions. Harolp Spender. 

February. Old-aye Pensions and the Belongingless Poor. Edith 
Sellers. Inquiries at several workhouses show that the propor- 
tion of inmates above sixty-five having relatives with whom, 
if pensioned, they could live is very small; e.g.. at the Ken- 
sington workhouse only eight out of the 353 old women. If 
the samples are typical, out of the 76,087 inmates of work- 
houses above sixty-five in England and Wales, only 760 would 
be benefited by old-age pensions. The Limits of Direct Taxa- 
tion. Hilaire Belloc. Importance is attached to the state- 
ment that where wealth is unequally divided, the sum of in- 
dividual assessments (for the purpose of a proportional income- 
tax) greatly exceeds the actual wealth. 

The Nineteenth Century. 

February, KK)8. Labour and Tariff Reform. The Earl of Dun- 
.jRAyEN. A plea for protection. The Impotence of SocialiBm. 
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MAB. 1908 ] Aecent ^bbiodicals and new books 

A. W. Hoare. Can the Working Classes Save? A Workman's 
View. J. G. Hutchinson: Workmen can helj> themselves by 
refraining from drink and gambling, and through co-operative 
societies, which should provide work for their own members. 

^Journal of the Institute of ^Bankers. 

December, 1907. The Inaugural Address of the President. Sir 
Felix Schuster shows a connection between high general prices 
and low price of consols. Tin*, crisis in America is attributed 
to over-trading, dejieudcnce on credit without sufficient safe- 
guards. Our rest^rves ought to be such that vve could spare 
15,000.000 or £10,000.000 without a 7 per cent, bank rate. 

The Sociological RevAeu'). 

January, 1908, Vol. I., No. I. The new review takes the place pf 
the annual voluiuc of collected Papers, which wo have 
noticed occasionally. A Note on the Unemployed WorkmcJi 
Act in 1906~7, by Mr, W, IT. Dkvertdoe, is a purely economic 
contribution. But we cannot pass over in silonc.e Mr. Herbert 
Fisher’s Sociological View of History. 

The Quarterly Journal of Econoniics (Boston). 

November, 1907. Mortgage Taxation in Wisconsin. T. S. Adams. 
The Nature of Capital' A Rejoinder. E. Boitm-Bawerk. The 
Rent Concept, Narrowed, and broadened. T. Carlton. An 
Illustration ofJJie Coniinmiy of the Oprnfield System. P. VlNO- 
gradoff. An account of the by-laws of the Oxfordshire manor 
of Great Tew, which though framed in the eighteenth century 
reflect light on the openfield industry of the Middle Ages. 
The Taxation of the Unearned Increment in Germany. K. 
Brunhtti’.eu. The writer describes the ih*w' tux favourably, and 
defends it against objections. Hunself an authority. on the 
subject, he gives many useful references. The Texas Stock 
and Rond Law. E. T. Miller. 

Political Science Quarterly (New' York). 

De(’ember, 1907. Railroad Valuation. W. Z. Kiplev. A distinc- 
tion is drawn between the actual investment in physical plant 
and the franchise value due to rights of way and other privileges 
conferred by public grant, a value in which the public may claim 
a share. The Legal Status of Trade Unions. H. 11. Seager. 
The stei)s by which British unions have reached their present 
legal status are traced. Arguments against holding trade unions . 
to financial responsibility, according to the Taff Vale decision, 
are urged, and suggestions as to administrative control. ^ 

The Yale Review (Nc^wliavon). 

November, 1907. New Unearned Increment Taxes in Germany. 
R. C. Brooks. The Wertzuwachssfcuer has been eiitertamed by 
five State legislatures, and adopted by several municipalities. 
In the typical instance of Cologne, the seller of land pays a 
tax on the value that has accrued since the last price paid vjfpr 
the property, with allowance for improvements and other de- 
ductions, including interest on land not built on. The* %x is 
progressive, beginning with 10 per cent, (in case of an ine^ase 
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of value of more than 10 per cent.), if less than five years 
have elapsed since the sale; for longer intervals the rate is 
lower. A more retrospective legislation, with immediate yield, 
is demanded by some. An Agricultural Bank for the Philip- 
pines. E. W. Kemmeker. Distrihuiion of Immigrants. H. P. 
Fairchild. 

Ajinals of the American Academy < Philadelphia). 

The November number is devoted to tlie Social Work of the Church. 
The subject of the number for January, 1908, is American 
Waterways. 

The Journal of Political PJeonomy (Chicago). 

November, 1907. Municipal Employment of Unemployed If 

in London. Edith Abbott. A record of the experiments tried 
by the Women’s W^ork Committee of the Central Unemployed 
!^dy. 

December, 1907. Comhmations, C. C. Arbuthnot. Curttney 
Reform. J. L. Laughlin. 

January, 1908. Sources of State and Local Heveyiucs. T. 8. Adams. 
Rating on Unimpaired Value in New Zealand. 3. E, Le 
Rossignal and W. D. Stewart. The impost has not niuch 
discouraged speculation — ^has sometimes increased overcrowding. 
Generally, it has neither advanced nor retarded building. 

Journal dcs FJeonomistes (Parish 

NovEMBEit, 1907. Thdorie de revolution: Lc mouojxdr, J.a con- 
currence^ l/economic rurnle actucllc de V.^ngletcrrc , M. F. 
Byziger. L'impot sur les revenue innuohilicrs rf Ja question 
des livrrs fanciers. J. G. Benniet. 

December, 1907. Le pr able me des Che mins de frr aux E fats- Unis. 
G. *N. Tricoche. I/alcool et les peuplrs prlmiiifs. M. Norkr 
Lcs operations gagees a Paris ct en {fcuiliciie sur Vempruni de- 
partmental. E, Letouunettr. he Uhre ('change au point dc 
vu€ anglais. W. Holloway. 

January, 1908. 1907. G. de Molinari. Jjc -marche jinanit-irr en 

1907. A. RaffalovK'H, JjC m(*urrrne}d colonial en 1907. 

D. Bellet. 

Revue d\Economic Politique < Paris). 

October, 1907. Emhryogenic socialc et vconomique . E. Schwied- 
land. An evolutionary sketch. Le conlrat collcctif dc travail 
(suite et fin). Raoul Jay. La Tunisie actuellc. F. Bernard. 

November-December, 1907. Le.s nouvcllcs forces social cs Lc 

Syndicaiisnie . E. Villey. Le Morcellisme dan.s Vindustrie. 
(1.) C. Sabatier. La Tunisie actucllc. F. BERNAHir Le 

prohUme industriel a Naples. (/.) H. Bigallet. 

January, 1908. Les Banques Associecs deNew York. G, Fran<;ois. 
Le Morcellisme dans Vindustrie. (11.) C. Sabatier. Lc 

, prohUme industriel. (11.) H. Bigallet. 

Revue Economique Iniernatiomle (Brussels). 

Fbbbpary, 1908. Du Commerce international. Lord Avebury. 
Les grands fondations intcrnationales et la fondation de la 
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couronnc au Congo. E.. Wakocque. La dette hypothecaire en 
Italie. Bene Gonnard. T/ evolution administrative de VAlgeric. 
E. Fallot. Comment s'alimente unc grande ville. E. Payen. A 
description of the sources and methods by which Paris is supplied 
with food. 


L'Economiste Franqais (Paris). 

November 30th, December Tth, 1907. According to M. Leroy- 
Beaulieii, the real cause of the American crisis was not the 
want of money or t.he fault of banks, but the limitation of 
the world’s capital in comparison with the exaggeration of 
American entei’prise. 

November HOtii, December 21st. M. Do Foville criticises Prof. 
Westergaard’s prophecies respecting the future of population 
(mentioned below). He refers unsympathetically to Prof. Gide’s 
views on garden cities {Rev. Econ. Inicrnat., Oct., 1907), and 
to Mr. PedavePs linear town. 

December 21st. M. licroy-Beaulieu comments unfavourably on the 
arrangement between France and England with respect to the 
avoidance of fraud in the matter of successions. The resulting 
double taxation is manifestly immoral, and (calculated to pix>- 
voke evasion. 

January 2r)TH, 1908. The rise of prices in 7*ecent times is attiv 
buted to spe(iulation , protection, tbe rise of wages ; the increased 
production of gold is not a predominant cause. 

International Institute of Statistics. 

The complete report of the proceedings at the Copenhagen Congress 
last year are not yet to hand; but we may notice a paper on 
the future of population, contributed by Pr<d. Westergaard. 
From the decline of the birth-rate he anticipated a stationary 
state, in whi(;h tbe proportion of young people, and accordingly 
€l)e burden of education, would be less than at present. Another 
consecpionce may be thus paraphrased. Whereas bridegrooma 
are generally some years older than brides, in a stationary 
])opulation there would be less disparity beiwet n the supply of, 
and tbe effective demand for wives. 

Jahrbiudier fih Nationaldkomrniie inid Slafisiik (Jena). 

November, 1907. Die Scheckfrage and das TrcnnungHproblem im 
Bankwrsen. E. Heinemann. Die Organisaiion des Seheck- 
verkehrs in Deutschland. O. Warsuhaukr. Die neve 
K nappsrJie Gcldtheorie. K. Soda. 

December, 1907. Zur Methode .... der gewerblichcn Ptoduk- 
tionsstatistik. O. Most. Ausfralien als sclhssidndigcr Pro- 
duktionstaat. Die Entwickclung dcr Preisniveans in den letzten 
Jahren. A continuation of the statistics published in the 
Jahrhucher for 1899, vol. 17, p. 642, Different modes of 
measurement agree in showing a rise in the level of prices during 
the last few years, 

January, 1908. Verhrauchs und Vcrbrauchshela stung kleincr und 
mittleren Einkommen in DeutHchla?icl (7.) W. Gerloff. 
Terminhandcl und Kassageschaft. B. Eberstadt. Eonkurs* 
statistik. A. Hesse. 
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Zeitschrift fiir Volksnnrtsohaaft (Vienna). 

No. 4 and 5, vol. xvii., 1907. This joint nuniber contains artidlefi 
. on The Taxation of Consumption in the Austro-Hungarian 
Ausglelch/* by Prof. II. Zuckerkandl ; on The Nature of 
Capital, by Prof. J. B. Clark; and a rejoinder to him by E. 
Bohm-Bawerk. 

A rchiv. fur Social wisscn<icha ft (Tubingen), 

No. 3, vol. XXV., 1907. Bodenspekulation und Wohnungsfiage. 
Dr. E. Ledern. 

Zeitschrift fur die gcsamtc Siaatswisscmchaftrn (Tubingen). 

No 4, 1907. FAsenhahnuberschussc und Sieuern in Preussischen 
Siaatsaushnlie . G. Cohn. [Views expressed by the author in 
the Economk'. Journal, vol. xvii. on the contribution by State- 
managed railways to the expenses (d‘ Siat(' find confirmation 
here.] 

Dc K<‘ono))risi (La Hague ). 

October, 1907. Mei leege handen. N. G. Pikusok. “ With 
empty hands,’' according to the Protectionists, does a State 
which has not heavy tariffs enter ujx)!! negotiation. Hut the 
use of fighting tariffs” is embarrassed by tlie action of ” most- 
favoured nation ” treaties, and by the difficulty (;f removing a 
tariff once imposed. P’ranco has “full hands.” Wh\ , with 
all her tariffs, can she do nothing for her, depre-ssed wine-in- 
dustt'y? If Holland W'ere to adopt fighting tariff’s, there would 
be awakened a protective spirit which would f)])pose the use of 
the w'eapon for it.s original piu*pose. A reply to criticisms of 
this paper is glvtm in. a |)a]K*r with the same title in the issue 
of January, 1008. 

January, 1908. Dc Handrhnisis eon 1007. Paor Baron o’Aulnts 
PE Bouroutll. Tlte n^cent crisis is (lonteniplatcd in tlu‘ fight of 
previous experience and tlioorv. The psychological explanation 
of crises after Edward D. Jones is preferred to Je\ons’ sunspot 
theory. 

Giornalc drgli Krononiisti (Rome; . 

November, 1907. Vnn visione ciuematografica della scienza 
cconowma (1870-1007). M. Pantaleoni. rapid survey of the 
y>rogress made in e.cononiic science <lurhig the last gemoration. 
La technica finanzi aria. V. Tanoorra. Della necessiia di 
uniflcarc la terminologia rconomica. E. Sella. T/economia 
politica nelV insegnamento secondario. M. Rrcur. Correlazione 
€ cavsnlita vei fatti economiche . A. Ghaziani. 

December, 1907. La politico municipale nci grandi centri vrbani. 
G. Montkmahtint. Di alcunr questiom economiche della Calabria. 
{!.) L. A. Cabuto. The emigration from tin* province of 
Cosenza is the subject of the first article of this series. Appli- 
cazioni statistiche del aalcolo delle prohahilita. C. Gini. A 
study on the application of the theory of “ errors.’' 

January, 1908. Una possibile creazione del metodo statistico. li. 
Benini. Pareto’s income-curve and other empirical formulae are 
used to illustrate the creation of an ** inductive )X)litical 
economy,'' in w'hich complicated phenomena are described by 
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means of one or two constants. Rejotmc urgenii nella legis- 
lazione 8til rcgistro e sul hollo. V. Tangorra. 

February. 11 dejicit delle fetrone staUili. N. Trevisonno. SulV 
isiituto intern azionale di Agricvltnra. M, Pantaleoki. The 
eminent professor introduces the important views of Mr. John H. 
Huhback on the proposed international Institute of Agriculture, 
referred to in the Economic Journal, Yol. XV., p. 130. Rapport 
au Ministre den FinanccH dc V Administration des Monnaies. 
G. B. Salvionj. The report of the French Mint for tlie year 
1906 is described. SulV insegnamento delV Economia politico. 
E. Dalla Volta. Ridla distrihnzione ddlla popola?:ione intorno 
ai centri. E. FoknasaPwT. 


NEW BOOKS. 


Adam (E.b Land Values and Tnxation. London : Jack. 1907. 
Cr. 8vo. Pp. 200. Is. net, 

[Social Problems Scries.] [Reviewed above, j 

Arnold-Forster (Kight Hon. H. ()., M.P.). English Sociahsni 
of To-day. London : Smith and Elder. 1008. Pp. 226. 2s. 6d. 
net. 

0 

Bell (R.). Trade Unionism. London: Jack. 1907. 8\o. 

Pp. 112. Is. net. • 

[Social Problems Series.] 

Chapman (Prof. S. J.). Work and W^ages. Part fl. : Wages 
and Employment. With an introdneiion by Lord Brnssey. London : 
Longmans. 1908. Pp. 494. 

[The second volume of the work of whicii the first volume is reviewed in 
the Economic Journal., vol. xiv. The work is designed as a sequel lo Lord 
Brasseyis well-known books on Work and Wages, A third volume will complete 
the work,] 

Darruch (Prof.). The Children. London: Jack. Pp. 133. 
[Reviewed above,] 

Darwjn (Major L.). Municipal Ownership. London: Murray. 
Pp. 149. 

[Reviewed above.] 

Ff)X (A. Wilson). Rating of J^and Values. London : P. S. King. 
1908. Pp. 153. 

[A .second edition of the book noticed in the Economic Journal, vol. xvi., p. 176, 
revised with additions, one of which consists of .several pages extracted from the 
Economic Journal.] 

Gibson (A.H.). Bank Rate. The Baiikor’K Vadc Mociim. 
London: Simpkin, Marshall. 2s. 6d. net. 

HowARTii (Edw’ard G.) and Wilson (Mona). West Ham. A 
Study in Social and Industrial Problems. Being the Report of the 
Outer London Inquiry Committee, ixondon : Deni. 8vo. 8^-x5J. 
Pp. 444. O.s. net. 

( [Reviewed above.] 

Hutchinson (A. L.). The Limit of W'ealth. London : Macmillan, 
1907. Cr. 8vo. os. 
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Jeans (J. S.)* Waterways and Water Transport, &c. London : 
Spon. 1907. 8 VO. Os. 

Jevons (T. S.). The Law of Trade Unions. Being a Text-book 
concerning Trade Unions and Labour. London : E. Wilson. 1907. 
Cr. 8vo. Pp. 152. 2k. 

JowETT (F. W.). The Socialist and the City. Ix)ndon : G. Allen. 
1907. 8vo. Pp. 94. Is. 

Kaufman (M.). The Housing of the Working Classes and of the 
Ptx)r. London: Jack. 1907. Cr. 8vo. Pp. 156. Is. 

[Social Problems Series.] 

Keeble (S. E.). Industrial Day-dreams: Studies in Industrial 
Ethics and Economics. New edition. London : C. H. Kelley. 1907. 
8vo. Pp. 328. 26. 6d. 

Kent (Percy Horace). Railway Enterprise in China. London: 
Arnold. 12s. 6d. net. 

Knoop (Douglas). American Business Enterprise. Manchester: 
University Press. 1907. Pp. 112. 

[In what direction a business man will extend his activities, whether, e.g.^ by re- 
duplicating his plant, or undertaking some new work — such are the problems 
considered in this “ study on industrial organisation,’^ which is a report made by a 
Oartside scholar of the University of Manchester.] 

Laycock (F. U.). Motives of Mankind. London: Open Road 
Publishing Co. 1907. Pp. 410. 

[A “study of human evolutionary forces,” by the author of “ Political Economy 
in a Nutshell.”] 

Mackenzie (J. S.). Lectures on Humanism, with special refer- 
ence to its bearings on Sociology. London: Sonneiischein. 1907. 
8vo. Pp. 252. 4s. 6d. 

Markham (Miss Violet R,). The Factory and Shop Acts of the 
British Dominions. With a preface by Mrs. H. ,1. Tennant. London : 
Byre and Spottiswoode. 2s. 6df. net. 

McMillan (Margaret). Jjabour and Childhood. London: 
|bnnenschein. 1907. 8vo. Pp. 222. 3s. 6d. 

Okby (Mrs. Thomas). Labour Laws for Women in Italy. 
London : Women's Industrial Council. 1908. Pp. 11. Id. 

[Mrs. Okey maintains the high character of the leaflets on labour legislation 
published by the Women’s Industrial Council. A feature of especial interest in 
Italian legislation is the Maternity Fund, which gives to every female operative 
after the birth of a child a daily grant of money during the period for which she is 
obliged to abstain from work. An annual compulsory payment is made by every 
female operative, as well as by the employer.] 

O'Reilly (F. E.). The Imperial Tariff for 1908. London : Eyre 
and Spottiswoode. 

Pearce (A. J.). Municipal Rating and the Collection of Rates. 
London: Gee. 1907. 8vo. 5s. 

PoocK (A.). Socialism and Individualism. London: Sands. 
1907. 8vo. Is. net. 

Poeritt (Edward). Sixty Years of Protection in Canada, 1846- 
1907. London: Macmillan. 1908. Pp. 478. 

[Tariff politics are the most unsocial and provincial of petty politics.] 

Eobeets (Charles, M.P.). Time Limit and Local Option. 
London: King. 1908. Pp. 204. Is. 
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Root (J. W.). Banking and Currency Reform. (Radix Series, 
No. 7.) London ; Eyre and Spottiswoode. 6d, 

Sadler (M. E.). Combination Schools in England and Else- 
where. Edited by M. E. Sadler. (Publications of the University 
of Manchester.) Manchester: University Press. 1907. Pp. 779. 

Sainsbury (Ethel Bruce), A Calendar of the Court Minutes, 
Ac., of the East India Company. 1635-1639. Oxford: Clarendon 
Press. 12s. 6d. net. 

Sargent (A. J.). Anglo-Chinese Commerce and Diplomacy 
(Mainly in the Nineteenth Century). Oxford: Clarendon Press. 
128. 6d. net. 

[Reviewed above.] 

Spencer (M. G.) and Falk (H. J.). Employment Pictures from 
the Census. With a preface by Prof. C. S. Lock. London : P. S. 
King 1906. Pp. 101. 

[The Secretary and the Treasurer of the Central Bureau for the Employment of 
Women have hero exhibited in a series of impressive diagrams some lessons derived 
from the figures of the census. The contrasts between the numbers of men and 
women in different occupations at several ages and placjes are brought out. The 
method of representing proportions by sectors of a circle is effectively employed. 
The picture-circles, as Prof. Loch remarks, show great differences among the 
boroughs of the Metropolis in variety of occupation. Is plurality of opportunity for 
occupation correlated negatively with pauperism ?] 

Th()Mps()N (Aid. W.). Housing Up to Date. London: P. S. 
King. 38. 6d. net. 

Urie (John). TR-eminisceiices of Eighty Years. Paisley : Gardner. 
l8. 6d. not. . 

[Deals with the Bread riots.] 

Webb (Sidney and Beatrice). English Local Govemment from 
the Revolution to the Municipal Corporations Act. The Manor and 
the Borough. Parts T. and II. liondon : Longmans. 1908. Two 
vols. 25s. net. 

Wilson (H. A.). The Failure of Modem Socialism. London: 
Drane. 1907. Cr. 8vo. 3s. 6d. 

[A reply to Blatchford's “Not Guilty.”] 

Beer (G. L.). British Colonial Policy, 17«54-1765. New YorkT 
Macmillan and Co. 1907. Pp. 327. 

Bogart (E. L.). Economic History of the United States. New 
York: Ijongrnans. 1907. Pp. 522. 

Brisco (Norris A.). The Economic Policy of Robert Walpole, 
New York : Columbia University Press. 1907. Pp. 222. 

[Reviewed above.] 

Bullock (Prof. Charles J.). Selected Readings in Economics. 
Boston: (linn and Co. 1907. Pp. ix + 705. lOs. 6d. 

[This useful compilation aims at supplying the “collateral reading needed for a 
general course of study in Economics.” It “makes no effort to present selections 
upon all the topics treated,” but endeavours merely to provide supplementary 
material, historical, descriptive, and theoretical, which will enrich the instruction 
offered.”] 

Clark (Prof. John Bates). Essentials of Economic Theory as 
Applied to Modern Problems of Industry and Public Policy. New 
York : Macmillan and Co. 1907. Pp. 566. 

[Among the subjects to which theory is applied are monopolies, railways, great 
industrial corporations, trade unions, strikes, boycotts, arbitration between employers 
and employed, monetary policy, and protection,] 
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Day (Clive), A Hii^iiory of Commerce. Jx)n<lon : LongiiianB. 
1907. Pp. xliv4 626. 

Fisher (Jr vino, Ph.D.) The Rate of Interest : Its Nature, Deter- 
mination, and I^elation to Economic Phenomena. New York; The 
Macmillan Co. 12, s. 6d. net. 

[RcTiowcd above-l 

Ftsk (Geo. M.). Inteniational Commercial J.^olicies. New 
York : Macmillan Co. 1907. Pp. 288. 

H.\nna (Hugh S.). A Financial History of Maryland. (Johns 
Hopkins X'niversity Studies.) llaltirnore : J<»hns Hopkins Press. 
Pp. IBl. 

Hendrick (D. J.). The Storv of Life Insurance. New York: 
McClure. 1907. Hvo. 1^. HOj/ $1.20. 

[ArticlcH which appeared in McClure' a MagazinCy on the history of Life Insurance j 
valuable material and sound criticism.] 

Kemmkhkr (1^]. W.). Money and Credit Instrninenls in their Rela- 
tion to (umeral l^riees. New York: Henry Holt. 1907. Pp, 160. 

[The first in a series (>f studies from Cornell University. ] 

Mallock (W. H.). Socialism. New York: 'Fhe National Civic 
federation. P)07. Op. 138. 

[Six lectures delivered in 1907.] 

Meyer (H. R.). Puhlh*. OvMHU'ship and the Trlephone in Greal 
Hritain. New York: Macmillan Co. 1907, Pp. 3BG. 

Meyer (H. R.). TIim Jlritish State IVdegrap'hs. New York : 
Macmillan Co. 1907. Pp. JOB. 

Municipal and Private Operation of Public Utilities. Report to 
tlie National Civic Ftnleraiion ( Vimmissiori on Public Ownership and 
Operation. Rartl., Vol. 1.: Oeneral Coiudiisjons and Reports N<*w 
York: National Civic Fed(‘ration, 1907. Uj). 4B9. 

Shaw (Albert). Political Problems oi Arnei’ican l)evelopment . 
New York: Columbia University Press (Macmillan). J907. Pp. 26H. 
$1,50. 

[Deals, among other topic.s, with tlie money problem, the tariff, trusts, and 
railways. | 

Toronto (University Studies). Published by the University 
Librarian. 1907. i’p. 170 

[Local government in Hritish Columbia, Newfoundland, and elsewhere, tlie 
administration of Montreal and Ottawa are among the varied subjects di.scussed by 
different authors.] 

Smith (S. G.). Our Industrial Conflict. New York: Reveil 
Company. 1907. Pp. 219. 

[Deals mainly with the labour problem, but with concluding chapter on 
Socialism.] 

Sprague (R. F.). The True Nature of Value. Chicago : Univer- 
sity Press. $1. 

Watkins (G. P.). The Growth of Large Fortunes. A Study 
of Economic Causes affecting the Acquisition and Distribution of 
Property. (American Economic Association.) New York: Mac- 
millan Co. 1907. Pp. 170. 

[The great cause of recent increase in largo fortunes is found in the change 
in the forms of wealth and ownership — a greater proportion of agents of production 
and paper-property. An interesting feature is the classification according to their 
business of the three or four thousand millionaires in existence.] 
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CnLSoN (0.). Cours (I'Ecouorjiie Politi(|tj(\ Proicssc a L'J'jcdIo 
N utioiuilc (ley Pc'iiiy et Cluuisb(js. Ene;^’ elope die des Traviiux Pubiiey. 
Paris : Gauthit^r-Villars. 

[A colosisal work in six volumes. The first four volumes, of whicli the substaiK-c 
has already been published in an edition of two volumes, are addressed to economists 
in general; officials and engineers will bo specially interested in the iifth volume, 
on linauoe, and the sixth volume, on public works aud transportation— wliich last 
now appears for the first time,] 

I'\\STHKZ (A.). (A‘ (]Uo ruriiloe p(-*ut dire; }>otn‘ la Nation. {luBtitut 

do Sociologi(‘A llnisscly : Misedi et Throii. 1007. Pp. :201. 

hhtbzorLS (PA. La Tlieorie de la rente' ei bon extension leeente, 
Montpellier; Pirniin. 1008. 

Gide (Prof. CiiAULEs). Eeonoinie Soeiale: Les instil uliony du 
Proip’es Social au debut du XX^ siecle. Paris: Larose. LOOT. 
Pp.^ 500. 

[The third edition, revised and enlarged, of the work wltich was rt'vaewc'.d in thi* 
lOco^^OMic JoeiiNAL, vol. xiii. Tiic benefits in respect of rcinuncration, t. ''infovl., 
security, and independence wliich tlie working clas.scs liave obtained (lirongh tlanr 
own tiihjrts, from the employers or by the action of (iovernmeut, are once moic 
lucidly exhibited.] 

liMJNAY ( L. de). J/or dans Jo nionde. Gi’ologic, extraetion, 
econonne politnfue. Paris: Colin. 1907. 3.50 ir. 

Nevmakc'K (A.). Einancos (/onlemporalius. \A)Is. l\ . el 
L'obsession iiseah*. lAxris : Alcan. 1007. 15 li . 

[Those latest volimws of the series include ilio variuui ininistcriiii^'iiid parlm- 
meutary projects foi- lax reform proposed since 1872,] 

PoiNSAki) (L.l. La production, Ic travail, e( U* problenu' social 
dans ions les paNs au debut du XX^-' siecle. Toun; 1. Paris: Alcan. 
1007. Pp. 501. 8 fr. 

PuK'j';' (G.). Lo racliat do.s elicunins de ier. J^Aanien des Mibb'ets 
dc'.s eoinpagiiios, du ))ul)lic, des finances, et de I’etat. Lhu’is : Dunod 
et Pinal. 1007. 2.50 fr 

Sa^ou.s (Andre E.). J^e cuiviv. (Federation des Industriels et 
(les Conimenpiuts hVancmis.) Paris: Imrose. 

[The production of copper in the United States, the sale and co)isumption of 
tlio metal during recent years, arc described by the Secretary of the abovcuiamed 
Society.] 

Scansa-Lanza (L.). Essai ilo sv)luti(ai du probleiue social par 
les inagasiiis gtUK'raux. J’aris: Alcan. 1007. Pp. 02. 

[Reviewed above.] 

SciUTZ (Prof. Alueut). l/individualisnie ecivnemitjue el social. 
Paris: Colin. 1007, Pp. 500. 

[TIjo origin, evolution, and contemporary forms and cUiimb of the principle of 
IndividualiMU are tlie .sul)jeet of tins exhaustive study.] 

SciiMdiJ.KR (Prof. G.). Princijies d’Ecoiioinie Polilicjue. Tome 
V. (Traduil par Leenj Polack.) Paris: Giard. 1008. Pp, 3J7. 

[This volume completes the translation of the important work wliich was 
reviewed in its original German form in earlier nuniber.s of the Kcono.uic Joukxae 
( vol. xi. and vol. xvi.). The chapter on Commercial Policy with its historical re- 
trospect and eotqy rl'<vil sur Vavemr is specially interesting.] 

Thjbahlt (F.). li’iinpot direct et la propri(d(i foncierc dans les 
royaumes francs. Paiis : Larose et Ten in. 1007, 3 ir. 
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Becher (Dr. Julius). Das deutschc Mancbustcrtuui. KaiisruLu; 
B. Brauu. 1907. l>p. 131. 

[x\ Hub-tiile describes this study aa a contribution to the history of oconomio 
Individualism. Prince-Smith and the short-lived free-trade movement in Clcrmany 
form prominent features.] 

Bexdixln (Dr. F.). Das Wesen cles Goldcs. Zugieic'Ji ciu 
liuitrag zur Uelorni <lcr Reichsbankgcsetzgcbung. Lcipsic : Duucker 
uiid Humblot. 1908. Pp. 60. 

Boldt. Dit‘ Wciidzuwachssicucr. JRshcrige Gcstaltuug ujhI 
Budeufcung lur die Steuerpoliiik. Dortmund: Cruwcll. 1007. 
Pp. 140. 2 m. 

C.\LWER (11.). Day Wirtycliafts*Jahr, 1905. Zwcilci* Ti il dulii- 
buch dor Welt wirtschafl.. deiia: Fiselier. 1907. Pp. 294. 

Gomberg (L.). Grmidlcgung der VcrrecbnungyvvisBuuychaft . 
Leipsic : Duncker iiud Hurnbloi. 1907. Pp. 242. / 

[On book-keeping and coguatc matters.] 

Grunzkl (Dr. 4.). Hyyiem der Vurkchrspoliiik Loi])yic . 
Duncker und Huinblot. 1908. Pp. 107. 

IIaakmann (Dr. H. J.). Die okonoiniselic Bedeiilmig der Tceliuik 
in der Sceschiffart. (Tocliniscli-Voikswirischaidiehe ^lorJog^^^jdliru. 
Ilei*ausgegebou von Dr, 1 a . Biiizhcimer. ) Lei})yie : Klmkluirdl. 
1908. Pp. 107. 

-Hennicri:. Die Entwiekehuig dor sjuiuischen WabnjU'j, 

1868-1906. Stuttgart: Cotta. 1907. Pp. 12H.‘ dm. 

[In Munchenor Volksw. Studien.] 

Hoffm\xn (Dr. Fkiedrich). Kritisclic Dogmtuigc'seliielUe dej' 
( reldvverttbeorien. Ijeipsie : C. J^. Hirsebfcld. 1907. Pp. 291 
8 ru. 

t 

[A conipreliensivo examination of theories from the time of Locke to tlic 
present.] r 

KAiavEHL (Dr. H.). Die Kntwickclung und liefonn derdeulschun 
Ivnap])seliafty\veseii. Jena: Fischer. 1907. Pp. 164. 

[.A study on Miners’ Unions in Germany.] 

InKi’MWN (Ih'of. Dr. Itoirr.). Ertrag uud Einkoinnien auf der 
Gruiidlage uiiier rein subjektiv(ui Wertlolire. Jena : Fischer. 1907. 
Pp. 72.'^ 

Muckle (Dr. F.). Henri de Baint>Hirnion. Jena: Fischer. 
1908. Pp. dB4. 

Post (Dr. Die Wort und PreisUieorie niit lleriick- 

sichtigung ihrer cloginengeschiclitlichen J^lntwickeliing. J..eij)yic: 
Duncker uiul lluiiiblot. 1908. Pp. 207. 

llni5K\S(L\ (S ). Das Gotenburger System und seine Anvvendung 
in Stockholm, nebsl Febersicht der linmtweingesetzg, in Scliwcclen. 
Lcipsic: Ihwkhaus. 1907. Pp. 295. 5 m. 

[Translated from the Swedish. The author is a police oHicial.l 

SciircHART (Dr. J’li.). Die Volkswirtscliaitliclie Bedeiitung der 
iochnischc]! Fnlwickelnng der Znekerindnstrie. (TecVmiselivolks- 
wirtscdiaftliche iMonographicui.) TJerausgegebc.n von Dr. Ij. Sinz- 
heimer. Leipsic : Klinkhardt. 3908. Pp. 267. 
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80 MBAUT (WioiiNKK). Sozirtlisnuis uiul Sozialc Bcwcguug. 
{Sochsie AuHage. eJcma : llsclicr. 190H. T}). ^395. 

[The sixth edition of a wcl]*kno\vti work, cnlarijod and brought up to date. 
Special attention is given to Socialism in France and Italy, “revolutionary 
Syndikaiism,” and the underlying theories.] 

Eixaudi (1^.). Sludi Ji o-conomia u liiiuiiza. Turin, Koinu. Bvo. 
i'p. 212. Liic* 0 . 

(cassnu (A.). 11 inobluina dtdlc abiiazioiii popolari. Turin: 

batU'S. 1908. V]h lOJ. 

LAJiinouA. La spcculaziono cuoiiuuiica. Napoli: SocicfiA 
J/ibrai'ia. 1907. 

fjoiiiA (Aouillu). La ci'isi dolla Scienza Tonne: Bocca. 1908. 
Lj). 40. 1 1. 

[Tlie present disintep, ration of ''cieiicc is but an ephemeral incident of that 
inoment of liistory at which irum'.s inert acqtiJe.sccnico in fho fatalily nf csrilutiuu 
coasos, and ho intervenes iu ehan.pc the (course of phenornena by eon^ciou'i action ; 
a furtiior moment, a higher rhytiim of law, is tu come.] 

Nitti ( L'\ 8.) II paitilo radlcalo c lu nuova deuKHa'a/aa indus- 
Irialo: ])nuie liiioc* di iiu imjgraninia rlol pariito radicali;. Turin, 
JxouKA 1907. 8v() Fj) 102. 2.50 1. 

NoMt’ii (B.). Muloruita c lavuro Faluriiu) . 11. Saiidruii 

1907. lOnio. Tp. 347. 3.50 1. 

Stki’IIAnj (A.' UK*). Oli scritii uionetaii di Fraiun'sco Pur- 
ram e di Angltdo M/aicdaglia. (Appiniti (iriiici d(‘l Doitor Alberto do’ 
ytofani.) Voroi\a : Druckcr. 1908. Fp. 144. [are 4 * 

[Two Italian classics, which iho editor illuminates witli reflcciions from vecont 
economic literature, ] 

Andeusson (TiioiO- Social sjukidrsakring. Stockholm : 
1907. F]). 151, 

ISocial Insuj’.tncc is the subject which the Swedish statistician treats in the 
vcrmunilar.] 

Andkeauks. IIBI’J AIIOrrA4>HX Athens: EAEYfc'liPOYAAKHi 
]90f^. Vp. 47. 

[A leclurc on the ceirms, by the Professor o[ Political JOeonomy at Athens.] 
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THE ENLARGEMENT OF ECONOMICS^ 

A STRIKING characteristic of the England of to-day is the new 
prominence of the University. This is stH 3 n in many directions; 
but it is in the Oreation of the so-called “ provincial ” universities — 
tlie great city universities, like those of Manchester, Liverjx)ol, 
Birmingham, IjcMs, and Sheffi(‘ld— that its significance becomes 
most a})f>arcnt. For, attach whatever weight wo may to other 
motives, such as civic pride, there can be no doubt that the 
lisi) of these universities has been due in large part to a widespread 
belief in their practical utility. This is something other — I will 
not say whether it is better or worse — than the old-fashioned 
vague respect for gtmeral culture which contributed to maintain 
the older universities even when they were least in touch with 
national life. For that was a feeling which certainly did not 
influence the great middle classes of this country enough to cause 
them sjx^ntaneously to subject their sons to university influences. 
And it certainly w^ould not have been enough to induce modern 
democratic communities, like the ratepayers of great cities, to 
make grants from municipal revenues to university institutions. 
You may perhaps recall the passage in Cobden’s speech of 1864 
in which he commented on the care taken to teach young gentle- 
men at college all about the classic river, the llissus,— a stream so 
petty that Oobden had, with his own eyes, seen it dammed up, 
by Athenian laundresses, — while they were allowed to remain 
grossly ignorant of the geography of the Mississippi. Cobden 
declared that such a state of education called for earnest remon- 
strance from every public man who valued the future welfare of 

^ Supplementary to tb.e Address on The Present Position of Political Economy, 
in thiH Journal, Doc. 1907. A lecture delivered at Owens College, Mancb^ieto^, 
Feb. 10, 1908. 
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his country. There can be no sort of doubt that observations such 
as these really expn^ssed the mind of the intelligent, serious 
middle classes of forty years ago, as well as of the artisan aiidi-* 
ences who listened to Cobden’s oratory. It is because the word 
“ university ’’ has now come to mean something closely associated 
with what they conceive to be national needs that new^ university 
foundations are being created in all our groat centres of popula- 
tion to-day, with the support of a visible current of public approval 
and sympathy. This being so, it will be W'orth while, perhaps, 
to pause from time to tinu' and ask ourselves certain questions. 

The question 1 have particularly in my mind is this : What 
causes a university study to “flourish”? By that I do not 
mean what causes valuable treatises to be wi'itten. I mean, 
w^hat leads to the a}>pcarance in our universities of considerable 
bodies of young men and wwntui engaged in the assiduous study 
of some particular branch of human knowledge? It is not an easy 
question, nor one to which any one simple answ^u; can be given. 
The most general answw, |X)ssibly, is to be roinul in the state 
of the public mind, or of the mind of those classes from w’hich 
students are drawn. When the contemporary public mind is 
keenly Concerned in certain subjects, students may be ex^x^cted 
to go where they can learn something about them. The con- 
servatism wdiich besets all institutions will lead to delay in 
answering the public demand, and wlxm the demand has once 
caused the study to be introduced, conservatism will keep it 
there, and oven provide a certain body of students aft^r the 
public interest has passed aw^ay. But after this general answx'T 
we may perhaps come to something a little more specific. And 
1 am going to be so bold as to assert that,— wdiatever may be the 
prevailing academic theory as to a g(Uieral cultivation of the 
mind as o])pos6id to a particular practical pur{)Ose, — no study 
has, as a fact, long flourished in our universities that was not 
pursued for w^hat 1 may, in a wnde sense of the wwd, call a 
professional object. The great mediawal universities, with their 
thousands of eager students, were great professional schools— 
Paris for theology, Bologna for law. The Renaissance brought 
with it, it is true, the new ideal of general humane culture. But 
it may be doubted whether the ancient universities of England 
ever ceased, in their passage from the dark ages to modern times, 
to be primarily places for the education of clergy, and incidentally 
of clerical schoolmasters. We connect the rise of modern Philo- 
sophy in Great Britain with the Scotch universities, but that 
w^as because it could be made an important part of the professional 
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training of the Scotch divine, — a fact which accounts for a good 
deal in Scotch philosophy. In our own time it is the professional 
need of the physician and engineer that has done most to 
stimulate biological and physical studies. Take away from the 
“ pure ” sciences those who study with a view^ to teaching, as well 
as those for whom these sciences are the requisite preliminaries 
to more special professional courses, and the number of those 
who remain behind from pure love of the subjects themselves 
will be small indeed. 

Let us apply these considerations to economics. However 
highly wc may think of the orthodox ^k) 1 itical economy of the 
half century from, say, 18*25 to 1875, and great as was un- 
doubtedly its influence upon legislation and the general current 
of public thought, it cannot be said that it was ‘‘ a flourishing 
study'’ at the university — “flourishing” in the sense already 
explained. The reason was that it did not seem to lead anywhere 
in particular, in the way of a future cancer. It might be of use 
to the publicist and the statesman, but this prospect was hardly 
definite enough for the ordinary man. Its study, therefore, was 
felt to be a luxury ; and it is not luxuries, but bread-and-butter 
studies, which j)roduce crowded class-rooms. 

The truth of this explanation will b(' more evident, if we ask 
in what country did political ea)nomy lirst become a flourishing 
university study, with substantial classes, numerous teachers, 
specialised, as well as general, courses, and spxualist jouiiials. 
The aiisww is, of course, Germany, where political economy 
was repi*escnted in a scoie of univei’sities by a department in 
active and thriving operation, ut a. time when no similar depart- 
ment conld have been found anywhere in Englaiid. The reason 
is not far to seek. Germany w^as a country in which what we 
disrespectfully call “bureaucracy” had taken root in the seven- 
teenth century, and had gone on attracting into its ranks ever 
since an increasing number of the ablest men in the country. 
And there, also, unlike England, political economy was from 
its birth regarded as a “ Kameral-wissenschaft ” — as a dis- 
cipline especially appropriate for future civil servants. Ic was 
as a usual part, either directly, or indirectly through its associa- 
tion wdth law, of the required training for state employment that 
political economy in Germany secured the attention of students 
and their parents. 

Or consider the case of France. Until 1878 the few chairs 
of political economy existing in that country were outside the 
university proper, and were purely ornamental. The best known 
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of these professorships, that at the College de France, was held 
by a series of well-known writers, but never attracted any regular 
students. To-day, we are told, “political economy and cognate 
studies are tau^lit by about forty professors to about 8,000 
students, all of them future barristers, magistrates, civil servants, 
deputies, or professors.” And the reason is simple : since 1878 
(Kditicul economy has been a compulsory part of the required 
training for the legal profession. 

There is one country wliose experience has been very ditferent, 
but which equally illustrates my contention, and that is America. 
There the number of students of }x)litical economy at the univer- 
sities, the extent of the courses of instruction, the size of the 
teaching stalls are, as 1 exj>ect you know\ on the same scale as in 
Germany, and incomparably greater than anything we can see at 
present in this country. And this is not because economics forms 
part of the examination for any profession. It is partly due, no 
doubt, to the keen interest which the public has been compelled 
to take, for a quarter of a century past, in economic discussions 
vitally affecting the national life — sucli as thceje on currency, on 
railroads, and on trusts. With the characteristic readiness of 
the Aificricaii people to try promising cxjxinmcnts, and under 
the infliK^nceof economists who have l(*>arnt in Germany how^ much 
wrider tlic range of economics may bo made than w’c are accus- 
tomed to supt>ose in i^lngland, the universities met this interest of 
the public half-way by imabling its professors to turn their atten- 
tion to contemporary and practical issues. The names pf two 
books, now well knowji to economic students of all lands, 
Hadley’s Railroad Transportation, and Jenks’ Trust Problem, 
will sufficiently illustrate what I mean. The significant thing 
about them for our present purpose is that they represent the 
substance and spirit of uiuv(^rsity courses of a kind such as 
we are now only beginning to create in this country. But 
there was a good deal more than this general public interest. 
My experience at Harvard made me realise that the most powerful 
motive w^hich led students to enter economic courses w^as a wide- 
spread belief that such courses would be of practical benefit in 
their subsequent careers. Many a man has said to me “ You see, 
I am going into business, and 1 think it will be a good thing to 
hear something about trade and industry, and so on.” One 
student 1 remember in particular who was taking in the same 
year courses in economics, in chemistry, and in Spanish, for 
the reason, which seemed to him so natural, that he expected 
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contemf)orary political economy of the last generation in England 
ought to have been credited with a like practical bearing, I will 
not take upon rue to say. The fact is that only in the rarest of 
cases was it actually so looked upon by students in England ; 
while in America at every university a quite conscious and avowed 
belief that the economic courses would be of some personal ad- 
vantage influenced scores of men, who set the fashion for 
hundreds of others. But then these courses, as I have before 
remarked, took a wider range than in Fnigland, touched more 
directly on burning issues, and involved sustained attcuition to 
actual facts of business experience. 

There has recently been a notable awakening of interest in 
economic- studies in English universities. There are now' twice 
as many ])rofessorships of economics as were to be foutul twenty 
years ago, and the study is beginning to give the promise of an 
academic career — like Latin or chemistry. But the iiumlMM' of 
academic posts is still too small to furnish anything liki^ the 
stimulus to study that the multiplicity of such oj)cnings cnuites 
in Germany or America. In captain fields of economic inquiry 
tlu^ general public is certainly much more iuteresti'd than beff>re, 
— 1 rder, of course, to such conlroversic^s as are sngg^^sted by 
the %vords Tarift* and Socialism. The vast importance of tlu'se 
rnattcu's to our national life would of itself justify the creation 
of centres of scientific inve^stigation such as the neW'' economic 
2 >rof(^ssorships : and we may hope that there w ill thence proceed 
contriliutions to the discussion that even ])oliticians may feel 
walling to pay some regard to. But from the particular jxunt 
of view which 1 am taking in this ^laper, a diffused public interest 
will not do so much as might at first be <'X])octcxl; it will hardly 
fill our class-rooms wuth porsistimt and systematic students. That 
is because the general public has not time to come to college ; 
and because, also, no serious economist of our day is at all likely 
to give the brief and ra])id solutions wdiich are craved for by the 
mail in the street. The effect on the universities of renewed 
public concern wdth economic issues may, therefore, make itself 
felt indirectly rather than directly. It will be seen, possibly, in 
the larger place given to economics in the examinations for 
entrance into the civil service. Hitherto onr examinations for 
first-class ap[X)intments in both the home and the Indian service 
have been based rather on the idea of testing general ability 
than on the idea of promoting a training peculiarly appropriate to 
a particular career. Civil service examinations, designed to fit 
into the present scheme of the more frequented among Cambridge 
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triposes and Oxford schools, can, of course, not create such a 
demand for instruction in jjolitical and economic directions as 
has led, for instance, to the creation of the Paris Ecole des 
Sciences Politiqucs. For the ordinary first-class English appoint- 
ments, economics is still among the subjects thrown in at the 
end, with a lower scale of marks, after providing liberally for 
classics, and mathematics, and natural scienc(^ ; and the examina- 
tion is of a kind rather to tempt a clever classic or mathematician 
to hastily cram up a little economics as an c‘.xtra, than to suggest to 
an ambitious youth any long and si)ecial study in that particular 
field. Still, there are signs of change. In the new examina- 
tions for the Consular Service, and in those for certain Factory 
Inspectorships and for minor positions in the Inland Pevcnue 
Department, economics has been given a conspicuous place. And 
this new notion of making the examination bear in some obvious 
and direct way upon the future occupation will ])robably spread. 
With the increase, moreover, of immicipal functions and the 
growdh of municipal staffs, the gn'at civic corporations will prob- 
ably find themselves driven to some sort of system of appointment 
by examination ; and even if their examinations have to be of a 
somewhat special and technical character, th^^y may incn*ase the 
selfish interest of ambitious young men in what the universities 
can do for them. 

You will, however, have antici])ati‘tl tlie point to which I 
have been leading u]). It is not, after all, in the directions I 
have just mentioned that we are to look for motives strong enough 
to make the study of economics “ flourish academically. The 
really hoptd’ul dinr-tion is that implied in the new’ term which 
has of late come into our university hfe — the term “Faculty 
of Commerce.” The main chance for our study just now lies 
in the new disposition of the public to believe that students can 
be given in our universities a training definitely adapted to 
prepare them for a business life — a training in wdiich cconornicjs 
in some form and to some extent must, it is generally allowed, 
form a part. Here is the utilitarian, the bread-and-butter, in a 
wide sense of the term the “professional,” motive which is 
capable, as American exj>erience already indicates, of filling our 
class-rooms. 

But is our economics as yet of a kind likely to secure and retain 
a firm hold upon the students who turn to it with this utilitarian 
purpose ? My own conviction is that it will need, for this purpose, 
not so much to be transformed as to be enlarged, and enlarged in 
two directions. Our “political” economy will have to include, 
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I cannot but think, a much more objective survey of the actual 
facts of commercial and industrial activity ; and by the 8id<', 
of this widened “political'* economy — a science which looks 
at the interests of the wliole society as organised in the state 
— there must be created something that I may provisionally 
call Business's Economics , which frankly takes for its point of 
vknv the interest of the individual business man or business 
concern. These are my main contentions to-night. It is the 
second iif)on which I want to lay most stress : for the first the 
way is already more prepared. But the two arc closely con- 
nected, and 1 must first deal briefl}^ with the more obvious of 
th(' two propositions. 

Hitherto the very centre of what I may without offence call 
the text-book presentation of economics in England has been 
what is known as the tli(^o]*y of distribution — a theory of the 
causes which determine rent, wages, profit, and interest, and, 
as its corollary, a certain teaching as to the incidence of taxation. 
Hnch a tea(*hing was creakal by Kicardo on the bases laid by 
Adam Binith and Malthns; it was codified and simplified by 
James ]\Iill ; and it reached its latest complete expreswsion in 
Fawcett’s trcMtise popularising the book of John Stuart Mill. 
In the years from 1870 to 1880, this generally-accepted orthodox 
teaching was attacked from various sides by certain economists, 
(Jiiefly English, siu'h as Jevons, and soon afterwards melted 
away. Abroad, in France' and Germany— it may be remarked 
in passing — it had never been so generally accepted. The theories 
thaf have taken its place in recent text-books are far more subtle. 
Tht'y represent, doubtless, some advance on the psychological side 
of the subject. Yc^t, for the ordinary intelligent man, the present 
is hardly a pro]>itioiis time for a prolonged study of abstract 
theory : there is too much divergency among leading wTiters. 
And while for most men a distinctly concrete handling of economic 
facts will prove more congenial, for the men w^ho come to 
economics with a utilitarian purpose this more concrete method 
will be absolutely necessary. The need is already finding recog- 
nition even in examination regulations. Thus, at the University 
of London the subject of economics is everywhere d^hned as 
“ Economics Analytical and Descriptive.'' In Cambridge an 
even more suitable word has been acclimatised from Germany ; 
and when the student in the tripos gets to his Advanced 
Economics, he is allow^ed to choose betw^een “ Analytical papers 
where, as w^e are authoritatively told, “ place is found for such 
subtleties as interest the professed student more than the man 
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of affairs,” and Realistic’' papers ‘'adapted to the needs of 
those preparing for public and private business.” 

But examination requirements are not always statements of 
the immediately attainable : they are often only statements of 
ideals. B(*tw"een the ideal and the realisation there is often a 
considerable gulf. T have myself had some recent experience in 
examining under regulations such as those I have quoted : and 
1 may venture so far to reveal the secrets of the prison house 
as to say that it is not yet easy for examiners to live up to the 
ideal and set a due pro}X)rtion of ” descriptive ” and “realistic ” 
questions. For one reason (outside a limited group of subjects 
— banking and currency, trade unionism and )>oor law), there 
has, until very recently, been comparatively little available litera- 
ture. The greater part of the economic world has not yed been 
surveyed descriptively and realistically, as anyone wdll soon 
discover who inquires which of the great modi'rn industries of 
England has yet been adequately s(t before us, in its structure and 
wwking. When we begin to look seriously at thein, tlK^y s('em 
to resemble living organisms — yet organisms of \\hose moy>ho- 
logy and anatomy we have the dimmest of notions. And another 
reason i§ that when an ('xaminer does ask 'some <d(‘m(‘ntary 
question which involves a knowledge of the outstanding facts 
of present-day English life, the examiiux^ has a way of l(‘aving 
it severely alone. The evident explanation is that he has usually 
limited his attention to one or two text-books, and in text-books 
“ desefiptive ” or “ realistic ” matter is at present scantily repre- 
sented. We have, however, good reason to hope that this wide 
and hitherto almost unexjilored field wdll soon 1x5 more adequately 
cultivated. The mere (‘stablishing of a professorship of economics 
in a great industrial centre is pretty sure to lead to valuable ])ub- 
lications on the peculiar economic problems of th<5 particular 
district; and, by w^ay of illustration, J have but to point to 
Professor Chapman’s recent writings on the economics of the 
cotton industry and to Professor Clapham’s book on the w'orjlliin 
trades. The encouragement of inquiry by trained investigators 
into industrial conditions at home and abroad has already bc*gnn 
to commend itself to the self-interest as well as to the genejusity 
of business magnates ; and the chance of distinguishing them- 
selves by a good piece of work of this kind will, w’c may hope, 
appeal to the ambition both of our younger economists and of our 
graduate students. 

May 1 add an observation or two concerning the method of 
investigation? Economic History is, I believe, destined to take 



1908] 


THE ENLABGEMENT OP ECONOMICS 


189 


a larger place in the future in the circle of our studies. We 
need to know much more than we know with any certainty at 
present about the larger outlines of the economic history both of 
our own country and of the civilised world, as a background for 
our detailed studies of pn^sent-day questions. The idea of evolu- 
tion is in the air ; and a desire to know to what point we have 
come in the stream of the world's movement is an increasingly 
strong motive in all sociological inquiry. It is obvious also that 
some slight historical introduction is necessary for an understand- 
ing even of the present condition of any |)articular trade. In 
those tw^o senses economics will boconu*- more and more “his- 
torical.'’ Hut no “ historical economist” has ever imagined that 
the history ol earlier centuries wnuld of itself indicate? the meaning 
and tendency of modern conditions. If some of them seemed 
to give aji inordinate? share of their energy to minute inquiries 
about mcdiawal guilds or medueval land tenure, it was partly 
Ix'cause th(* “ pure historians ” by profession had not spared them 
the task by dbjng it tlKunsolvcs, and {)artly becausi^ of the w’^eak- 
ness of human nature*. No: th(? historical method is simply the 
application to the f>ast— so far as, for various reasons, that past 
calls for study — of th(? same methods of careful observaition and 
ascertainuK'iit of facts, and of their appropriate grouping for 
purjiose of presentation, as arc nt'cessarily ejnployed in any 
realistic study of the present. The (diief difference is that some 
sources of information — such as ocular inspt'ction and the irivi} 
tocc ^evidence of witnesses — become inqvossible, and that others 
become more scanty as the i^)oriod recedes. If the field of 
“history” bo understood to include everything that hap- 
pened up to a moment ago, then the term “historical 
method ” is applicable to the whole range of “ descriptive ” and 
“realistic” inquiry. As the held of history is not commonly 
conceived of in that complete way, there may continue to lurk 
some chance of misapprehension in the term “ historical method.” 
So that if, in future, “realistic” should come to absorb “his- 
torical" in the description of “method,” even the most his- 
torically-minded among economists should suffer no uneasiness. 
But now I want to pass to what 1 have more deeply at heart 
—the other, the second, direction in which I feel that the scope 
of economics needs to be enlarged. Hitherto we have not gone 
outside a range of ideas already familiar to professed economists, 
even if they have not been influenced by them as much as one 
might wish; the importance of historical, realistic, descriptive 
studies has been insisted on by our German colleagues for more 
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than half a century. And, though such studies are peculiarly 
interesting and, as 1 have suggested, of direct utility even to men 
about to engage in trade, their point of view is still primarily that 
of the condition and interests of society for of the nation) as a 
tohole. That is to say, they belong to “Political “ Economy. But 
it has been increasingly borne in uix)n me, since I have had occa- 
sion to watch the experiments of our Faculties of Commerce, 
that economics of this political or social sort is not enough. 
What seems wanted, if wo are to give future business men a 
suitable training in our universities, is a sustained and systematic 
treatment of economic questions as tlu'y present themselves to 
men actually engaged in business — a treatment which will 
frankly take husiness success as the immediate criterion for the 
matter in hand : though it will take care to explain again and 
again that considerations of business expediency no more deter- 
mine the nature of th(' effect of certain actions on society at 
large than the rules of the art of strategy deterujine the benefi- 
cence of military operations. 

I have b(‘en brought to this conclusion of the need and possi- 
bility of a consecutive treatment of business problems by obs(Tv- 
iiig the^light in which successful business men do, as a matter 
of fact, regard their own part in the world. They regard it as 
principally the arriving at a series of judgments one after the 
other on matters of ]3oliry. They are rej>eatedly saying to them- 
selves, “ What is the wise course to adopt, in such and such 
circumstances, to reach such and such ends?” 

Let me illustrate by a personal exfXTi(mce. Soon after J canic^ 
back from America to Birmingham, and when I was considering 
the curriculum of the proposed new' Faculty in that place, a, v(‘ry 
successful English business man (who, by the way, has shown 
abundantly tliat he is by no means devoid of public spirit) w'as 
good enough to give me his ideas in wTiting. Among these notes 
I found the blunt question, “ (*an you point to any teaching in 
any text-book of Economic Science that is practically useful in 
the management of a business? If so, give instances.” 1 am 
afraid my first inclination was to regard this as rather a philistine 
inquiry. And no doubt one could have made out something like 
a case even foi’ the text-books. But ray correspondent was good 
enough to explain his meaning by a further scries of questions, 
suggested by his own long practical experience. And I was 
obliged to coidVss that, w'hile one or two of his questions had 
of late begun to be dealt with in a scientific spirit — I need only 
refer to Mr. Schloss's Methods of Industrial Remuneration as a 
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case in point— upon most of them economic literature, so far 
as I was acquainted with it, was a pretty complete blank. In 
seven years things have changed somewhat. Even then there 
was a good deal of accessible material — in the financial, trade, and 
technical journals, in the proceedings of the engineering societies, 
in the writings of accountants, in obscure places in blue-books, 
and, above all, in the records of business experience furnished 
in such abundance, especially in timers of depression, by the 
repojts of aharehold(U’s’ meetings. And since then, partly 
perhaps as a beneficent result of the tariff controversy, English 
business men have Ix^corne a little more vocal than they used 
to bc' : though even now they do not regard their proceedings 
as matters of intellectual interest which they are ready to talk 
about, to anything like the same extent as their American 
compeers. Still, there is haidly a dearth of material, thoiigli 
it may have to be dug out of unusual places. What has still 
to be urg(‘.d upon us professional economists — it is what 1 have 
constantly to remind myself — is that the sort of topics wo are 
referring to are not disconnected and fragmentary subjects of 
curiosity ; they have the unity and inter-connection wliich 
comes from the circumstance that they all arisen (though 
in diff('rent shapes and pro}>oriions) in tlie course of the 
ordinary expericuice of the rnon who are directing business 
enterprises. And it is this which justifies, and, indeed, compels, 
their being brought together for systematic treatment in a single 
course of study, a single academic discipline. 

\Vhat we call this, — a “ Science of Commerce,’' or, as I have 
already proposed, “ T3usiness Economics,” — does not in the least 
matter, so long as we create the thing. And as the contents 
of this course of study will necessarily be largely determined in 
each modcTD university by the peculiar conditions of the sur- 
rounding locality, it will vary from place to place in the propor- 
tions of its scweral parts. Those who are in charge of depart- 
ments of Commerce are inevitably all feeling their way, more 
or less consciously, to the same goal. If, then, I go on to 
mention some of the topics to which, in such a course as I 
conceive it, attention needs to be given, it is only becaMse these 
particular matters have been suggested by Birmingham sur- 
roundings. The suggestions of Manchester surroundings will 
have their own special character; and 1 am sure that, in this 
creative period in our common work, all the Faculties of Com- 
merce have much to gain by a frank interchange of impressions. 

If, for purposes of exiX)sition only, w^e divide the topics under 
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a number of heads, it will be convenient to take first the question 
of the legal form in which, under various circumstances, it will be 
commercially c‘xjx‘dient to organise a business. Shall it be a 
private firm (or partnershij)) , or a private limited company, or a 
public limitc'-d comi)any? The app<^a ranee of “private’’ com- 
pinies is a striking example of the way in which businc^ss ex- 
pedi(Mices sornetiuK^s take advantagt^ of legal ]X)ssibilitios. 
Limited liability was originally facilitated by law in order to 
promote the formation of large capitals by a great number of 
small contributors; it has been utilised for the advantage of 
businesses differing in no essimtial particular, so far as 
the provision of capital .and the nature of the contnd arc^ 
concerned, from the old-fashioned firm. In tlu^ Act passt^l 
last year, th(^ distinction, which had hitherto Ixen one 
in practice only, between a t^iiblic and a ]>rivjte eompany, 
was at last Ic'gally n'cognist'd, and the term ‘’private” was 
legally defined. As long ago as in tlu' fimious case* of 

Broderip v. Salotnon, the distinction between a sole trader or 
a partnership on the one side, and a conipany on the 
other, which might have been siip])osi‘l to l)e suggested by 
the reqnirement in the case of the coihpany of seven 
shareholders at least, was effectually wiped out by the 
decision of the highest legal tribunal that six of the stw(m might 
be “dummies" or “ mmi of straw." Following tlie principle 
that th(^ trni' inhmt of an act can be discovered only from the 
act itself, they arrivc^d at the conclusion that there was notliing 
to require that tlu' subscribers to the. nuunoraiuliim sliould either 
“take a substantial interest in the undertaking” or “have a 
mind and wdll of their own.” Tlie Act of last year carrii'd the 
logical develo[)ment one step furtluT, and reduc(}(l the number 
of rnemlxTs legally required in a privatci ciimpany from seven 
to tw^o. As th(' number of nuunbers has now ceas(‘d to be any 
sort of ])rotection to th(^ jniblic, tluue seems no longer any prac- 
tical reason for insisting on more than one. The only reason, 
probably, is that the word “company” still seems to imply 
plurality. But we can as easily accustom ourselves to a company 
of one as we have already to ftunalc “chairmen ” and “ fresh- 
men.” 

It will be interesting, howwer, to see what effect the distinc- 
tion just introduced into the Income Tax between “ earned ” and 
“unearned” incomes is going to have on the movement for 
converting partnerships into jirivate companies. It is clear from 
the official explanations recently given by the Chancellor of the 
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Exchequer that, even where all the shareholders in a private 
company are actively engaged in the carrying on of the business, 
the share of the profits which they receive in the form of divi- 
dends will be subject to the higher rate of tax, as being, in the 
sense of the act, unearned.” In order to secure the lower rate, 
apparently the whole of the profits must be described in the 
articles of association as paid to the parties concerned ”by way 
of remuneration for services rendered.” We shall see whether 
the lawyers and accountants will hi) clever enough to devise 
articles of association which will get round the difficulty, and, 
if not, whether Income Tax law will impede the formation of 
Privati^. Comi>anics, or the strength of Private Companies wdll 
modify Income Tax law. 

The field of choice before business organisers has been 
widened, also by an Act of last year, by the legislation which 
lias made it ]>ossible now to obtain limited liability without 
the formation of wffiat is technically a ‘'company” at all. The 
Limited Partnerships Act has enabled the '* sleeping partner ” 
to sleep in peace, by the restoration of a form of organisation 
which was common apparently all over western Europe in the 
Middle Ages, ana which is still familiar abroad as the Mocicte en 
Commandite (Kommandit-gesellschaft), though it disappeared, 
for some reason or other, centuries ago from English law. The 
introduction of this new form of association into England takes 
place, however, at a time when, as I understand, it is being less 
and Jess taken advantage of abroad. 

For great businesses, however, it will usually be the form of 
the public company which will be dictated by practical needs. 
But even here at least one important question of policy is begin- 
ning to present itself in the drawing up or amending of the 
articles of association. There is another noteworthy instance of 
the way in which business expediences avail themselves of legal 
jx)ssibilitie8 to create forms of organisation differing very con- 
siderably in their indwelling spirit from what used to be known 
under the same name. 1 refer to the growing practice of creating 
Internal (Secret or Undisclosed) Eeserves. 1 do not know whether 
you in Manchester have had this very significant business device 
brought conspicuously before your notice. In our neighbourhood 
it has been adopted by some of the most important manufacturing 
concerns, such as Guest, Keen and Nettlefolds, Avery* 3 , the 
Metropolitan Wagon Co., and the Birmingham Small Arms. We 
have actually seen great amalgamations effected where the share- 
holders of the several concerns were content to accept the terms 
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proposed by their directors without being informed of the amount 
of their own internal reserves, still less of those of the other 
company. Evidently the new plan, while it has its dangers, has 
great ]>i*actical advantages, both in competition with rival busi- 
nesses and in making ix)ssible a steady rate of dividend. 

It may be added that, besides the questions of the form to 
be chosen for single concerns, it becomes necessary sometimes 
to consider the best legal form in which one concern can control 
or influence another — by amalgamation, by the purchase of a 
controlling interest, or in other ways. And those wdio have 
occasion to invest in American enterprises need to follow' the 
rather kaleidoscopic development of American law. It was not 
long after the form of the “ trust/’ in the original technical sense 
of the word, had become illegal that benevoleiit State legisla- 
tion created the possibility of the “holding company.” But 
since the Merger (or Great Northern Eailway) case, the legality 
of the holding company is ap])arently not always free from doubt. 

The desirable legal form of the business having been deter- 
mined, a whole group of questions of policy present themselves as 
to capitalisation, especially with regard to its amount and as to the 
treatment of “good-will” and “solid asset-^*^’ and also with 
regard to the distribution of the capital as between the several 
categories of debentures and stock, cumulative, preferred, and 
ordinary. Considerations on this head have necessarily to be 
w'eighcd in the floating of a company, in the goiting-in of fresh 
capital, iii the settlement of |X)licy during the conduct of the busi- 
ness, and in the reconstruction which unfortunately b(^eoines so 
often necessary. And then, besides the whole series of im]:X>rtant 
financial problems connected with provision for depreciation, or 
“wasting assets,” and with valuation (especially of stocks of 
materials which are subject to great fluctuations of price), there is 
the large question, in practice closely connected with these others, 
as to the use to be made in any particular year of such profits 
as may he available for distribution, i.e., to what extent they 
should be distributed in the present, and to w^hat extent they 
should be utilised for other purposes. 

And now, coming to the heart of the matter, the actual running 
of the business — w^hich for convenience we wdll suppose to be 
of a manufacturing character — business policy comes to be con- 
sidered under the tw^o heads of commercial and manufacturing 
(in the narrower sense of this latter term — what the Germans 
call the technical side). Of the two sides, it is, of course, the 
commercial that must control ; it is no use in business to make 
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a thing, however beautiful, unless it can be sold. Com- 
mercial policy is simply a matter of buying and selling — and 
of these two processes as mutually determining one another : 
for buying of material and of services depends largely upon the 
price at which wc can sell finished goods, and selling price depends 
largely on the cost of what one has to buy. And we academic 
people may as well at once confess that the exercise of a wise 
judgment in the determination of the time and terms of purchase 
and sale, of the amount and length of credit to be accepted and 
granted, and the like, cannot be secured by any possible scheme 
of instruction. The highest sort of business acumen is very often 
of a kind which is not itself distinctly conscious of the motives 
by which it is actuated. And there will of course remain in 
most businesses an element of unpredictable risk, which can b(' 
lessened indeed, but which cannot be entirely eliminaied by any 
amount of forethought. Yet, after all, it would seem jwssible for 
even the ablest business man, and still more for the average busi- 
ness man, to get some assistance from a little preliminary con- 
sideration. The individual business, like the industry to which it 
belongs, carries on its operations within tlio nation’s trade re- 
garded as a whole ,*and it can hardly fail to be affected moie or less 
by the fluctuations of industry generally. These fluctuations are 
things that can be studied statistically ; and though we must guard 
against the assumption that conditions will ever exactly repeat 
themselves, there is enough to be learnt about the probable indica- 
tions .of coming depression or prosperity to be of some use to 
the individual business manager. Moreover, in each of the great 
industries there are records of past experience in the matters of 
price and output which may be made to supplement the more 
general indications. 

It wdll also be allowed, I think, that whatever may be the 
price, above or below cost, at which it may be wise at any 
particular moment to sell, it is most desirable that the manu- 
facturer should know' what his goods do in fact cost him. And 
the problem of Cost Accounts, which is attracting more and more 
attention in the business world, is hardly one that can be left 
entirely to the accountants. For it is fundamentally a question 
not of technique, but of policy — not how to get certain figures, 
but what figures to try to get, and how to combine them. It is 
a problem, besides, on which accountants are at present by no 
means agreed among themselves, even as to general principles. 
Granted that cost accounts ought to be prepared (both of the 
nature of records and of the nature of estimates), the question 
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at once arises, What is to be included in Cost? It is coming 
to be realised that the Dead, Fixed, or Common Charges — the 
charges which arc incurred with little change so long as a business 
is running, whatever (within certain wide limits) the output may 
be— that these must stand in the very forefront of a business 
manager’s mind in settling his policy for the season. Often the 
disagreeable alternative is simply, as one great business man 
has said, ‘‘whether to lose money by taking orders at prices 
which provide no contribution to Dead Expenses, or, by refusing 
orders, to lose money by the Dead Expenses which remain to 
be met.” Inasmuch as the Dead or Common Charges have to 
be distributed or allocated in certain ways (and as to the principles 
and methods of this there is plenty of room for discussion) over 
the other costs — whether these latter are grouped togc^thcr as 
‘ ‘ Prime Cost ’ ’ or not — it follows that all costs must be placed 
under one or other of these two heads or under subdivisions of 
them. And here there nngns an amount of diversity of theory 
and of practice, especially as to the definition of Prime Cost, 
which seems to go a good deal beyond the necessary differences due 
to difference of conditions. 

Thcl^c is one special point to which 1 should like to direct 
your attention for a minute or two. 1 have been trying to show 
the possibility of a systematic consideration of “Business” 
Economics as a supplement to ” I'olitical ” Economy, — of a com- 
mercial science which shall provisionally, and for its own purposes 
only, use business profit-making as its standard of judgment^ The 
matter I refer to illustrates, I cannot help thinking, the confusion 
which arises from the attempt to import into business policy 
considerations appropriate enough to national production as a 
whole, but unsuitable for their new employment. One of the 
most authoritative writers on problems of accounting, dealing 
expressly with the subject of Common Charges, after a long 
and careful statement with regard to other causes of expense, 
adds at the end, without further explanation, these remarkable 
and sweeping words : “ Interest on the general working capital 
of a business, calculated at a minimum rate, should be provided 
for as an item of cost.” Another writer, whose book has passed 
into a second edition, while he would apparently not include interest 
on capital represented by ordinary shares, would, inconsistently 
enough, “ in private firms ” include interest on the w^hole of the 
partners’ capital. The reason apparently for the conclusion, in 
the case of both writers, is that interest is a part of the cost of pro- 
duction. But this is to use “ cost of production ” in the “ poli- 



1908] 


THE ENLABGEMENT OP ECONOMICS 


197 


tical economist’s sense, and not in the business man’s sense of 
“ cost.” In the sense of the political or social economist, interest 
is a part of the cost of production, because, if society wants to con- 
tinue to receive some particular product, it must “in the long 
run ” pay for the use of the capital necessary for its production. 
But to the business man cost means the expense necessarily in- 
volved, either physicallj^ or legally, in a piece of production “in 
the short run.” And hence interest on debentures and on bank 
loans is properly reckoned among Fixed Charges, because they are 
legally fixed and, when once contracted for, legally necessary 
ex[>enses. A business which fails to x>ay its debentures is in a 
very different )iositioii from one that simply cannot earn interest 
on the capital it owns itself. And the inclusion of interest on 
borrowed caj>ital in the business use of “ cost ” and the exclusion 
of all other interest serves to remind those concerned of a very 
practical distinction. 

If I am right, the costs, in the business sense, of tw-o concerns 
of precisely the same extent and character wdll be very difl'erent 
if one is run on borrow’ed cajiital and the other on its own, though 
from the long run or s(x;ial point of view of the “political” 
economist the cobo of production wull be the same. It may, 
indexed, be replied that in any case the manufacturer wdll be con- 
scious of the interest which the same capital could earn in an 
absolutely safe investment, c. 3 ., in consols, and that he will think 
himself entitled to a j>ricc that will cover that (and a goo(l deal 
more\; and that it therefore does not matter wdiethcr or not he 
adds it to his estimate under the name of cost. 1 should myself 
have supxiosed, how'ever, that anything which blurred the simple 
sense of necessary-to-him-in-the-short-run of the term “cost” 
would mak(^ it of less ready assistance to him in arriving at a 
selling policy. 

To the same commercial side of the business as buying and 
selling belongs the whole group of questions as to the agencies 
and channels for sale in the home and foreign markets, the rela- 
tions to wholesale merchants and other middlemen, to agents or 
to branches, and the question of the pmq^osc and methods of 
advertising. Each main industry has its own characteristics in 
these respects ; but it is probable that in none the practice is so 
rigidly determined by obvious cxijedieiu*,e as to leave no margin 
of choice. In some, and especially in comparatively new busi- 
nesses, where no one method has as yet conclusively proved its 
sui>eriority, the choice betw^een very different x)rocedures may 
still have to be made. I have an impression that this is at present 
No. 70. — VOL. xviii. p 
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the case, for instance, in the bicycle industry. That in foreign 
trade there is some room for comparison between rival methods 
may be illustrated by the fact that, while English merchants are 
being told that by clinging to their conservative methods of 
avoiding risk (as by the plan of “cash against shipping docu- 
ments they are losing trade to their American rivals, American 
merchants are being reproached with the recklessness with which 
they give credit. A high American banking authority asks them 
sadly “ Is it not a great mistake, because we are comparatively 
young in the business, to continue on wrong lines because someone 
has started wrong? “ And it need hardly be added that in the 
foreign trade there may sometimes be need to consider the reasons 
(involved in the economical running of the plant by the main- 
tenance of a large scale of production) which will suggest the 
advisability of selling at a price abroad lower than that charged 
at home. Wherever “ dumping ” is rendered possible, either by 
differences in national production or in national tariffs, or by 
the obstacles imposed by distance on re“imjx)rt*, selling below 
cost pricci (in more than one sense of cost price) is neither un- 
usual nor unfair; it is naturally dictated in certain circum- 
stanceai by the interest of the business concerned — including that 
of those whom it employs. The considerations of commercial 
strategy which form Business Economics, and which indicate 
dumping as the wise course to be followed by the concern in- 
terested, of course carry with them no conclusion as to the ofi'ect 
of this policy either upon the country into which the cheaper 
goods are imported, or, directly or indinxdly, upon the other 
industries of the exportitig country. That problem belongs to 
the older and already established branch of Economics which is 
more properly called Political. 

We come now to the subject of manufacturing policy proper, 
over which, however, as already observed, the commercial judg- 
ment— the judgment whether such and such a thing will pay— 
must always hold a tight rein. A man's diitu^s and even the 
duties of the shareholder of a company (though it has no cor- 
porate body to be kicked, or corporate soul to be damned) are, it is 
true, by no means conclusively indicated by business expedience. 
Certain arrangements may be dictated by his duty as a citizen or 
as a Christian ; he may desire to promote the comfort or happiness 
of his workpeople, to secure the amenity of the neighbourhood, or 
to produce articles which he believes beautiful, even if these 
purposes cost him money. But he ought to know whether or 
not they do cost him money — though even genuine philanthropy 
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is by no means always bad business. And similarly the com- 
mercial judgment must always be lying in wait for the technical 
expert, whose tendency is to think of absolute quality without 
regard to cost. A good deal of recent experience has reminded 
us that finish or substance in a commodity, unless it so serves 
an economic purpose as to obtain an equivalent price, is not 
only wasted labour or wasted material, but also a positive 
hindrance in competition at home and abroad. 

In examining the manufacturing side of business, one would 
naturally look first at the question of the location and laying-out 
of the works. Existing businesses are more or less tied to their 
own past; and in planning new works or factories, all sorts of 
geographical and financial considerations necessarily make them- 
selves felt. Moreover, the conditions of manufacture in the 
several industries show so wide a range of variation that it is 
less possible to generalise on this side of business than on the 
financial and more narrowly commercial side. There arc, never- 
theless, some imf>ortant questions of general policy which arise 
over a considerable range of manufacture ; I have particularly in 
mind works of the engineering type, and works producing various 
forms of iron and other metal goods which are of much the same 
character. Thei’c need to be weighed the relative advantages 
and disadvantages of a position in the heart of a great towm, in 
the suburbs of a great town, in a small town, or right out in 
the country. Arguments based on the cost and area of the avail- 
able s;^ace, the amount of local rates, the means of trans]r)ortation, 
cl'c., have to be taken in conjunction with arguments based on 
tlie supply and quality of labour; and immediate pecuniary con- 
siderations have to be criticised in the light of wdiat one can learn 
of the feelings of the workpeople in relation to the environment. 
For evidently a state of mind on the part of the wwking popula- 
tion which is likely to affect the working of the business is just 
as much a practical consideration as the cost of land per foot. 

The site being fixed, there arises the question (so far as the 
site leaves it open) of the laying-out of the several d(ipartments 
of the works in their relation to one another. Here the prepon- 
derating consideration will probably be that of transportation, to 
secure movement in one direction from start to finish, as well 
as the convergence of parts tow'ards the fitting shops. That there 
is still room for discussion on points like these is shown by the 
fact that what the Allgemeine Elektricitiits Gesellschaft of Berlin 
and, I understand, the VVestinghouse Company in America and 
England do in one large shop, Schuckert's at Nuremberg and the 

V 2 
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General Electric Company in England split up among a number 
of relatively small buildings. 

Within the works there are the questions of plant and of 
labour. Over the first I must pass with the merest reference 
to such problems as that of the “scrapping’’ of machinery, so 
as to get a few minutes for the second. In the employment of 
labour, one of the matters which, at present, call for most atten- 
tion is that of sujXTintendonce. It is said by competent practical 
men that there is a tendency in modern engineering shoi>s to 
economise unduly on foremanship ; and it would also seem that 
the introduction of the modern ma<ihine tool makes it necessary 
to institute, in addition to the ordinary foremanship, some more 
adequate system of inspection of the quality of the product. With 
regard to the rank and file of the workpeople, we shall probably 
think first of the subjcict of Trader Unionism. Certainly, that must 
form an imjKDrtant part in any siudi systematic courses of study as I 
am sketching. But to say anything under this bead worth while, 
and free from the risk of misconstruction , would require the whole 
of a discourse. How diversely tlui problem presents itself in 
differcigt occupations will bo realised if one reflects how differently 
the very same individual will probably feed toward the d('mand 
for “ recognition '’in the cotton manufacture on the one side, and 
in railroad service on the other, if be happens to he at the same 
time a director of a spinning mill and of a railway com[)any. But 
it nfay not be impro]>er to ask, in passing, whedhor the sort of 
Olympian ignorance winch some business men profess as* to the 
organisation and rules of the unions among their men is altog(‘ther 
profitable. 

What, however, I am more concerned just now to urge is 
the desirability of more systematic biquiry into conditions of 
labour solely from tlie y)oint of view of business efficiency and 
economy of working. For instance, it is regrettable that on so 
important a subject as the relation of output and (expense to 
hours of labour (as, for instance, it presents itself in the (juestion 
of work before breakfast in engineering and similar establish- 
ments), there should be so little reliable record as yet of actual 
experience. Since the report of Messrs. Mather and Platt’s ex- 
jxjriment in 1893, which was scarcely of a nature to justify quite 
confident conclusions, one can hardly put one’s finger on a trust- 
worthy piece of exact information covering large operations until 
we find in a recent blue-book the evidence of the Government 
Ordnance Factories before a Departmental Committee of last 
year. 
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And now as to methods of remuneration. Though most of the 
staple industries of the country have settled down to some sort of 
piece-vrage system, there is a considerable ferment just now in the 
engineering trades with regard to attempted or proposed Bonus 
or Premium systems. I cannot but feel that the subject re- 
quires to be considered as a rather broader question of policy 
than some energetic works’ managers seem to think it. And 
then, again, the difficulty of obtaining such a supply of men of 
all-round competence as continues to be needed for purjDOses of 
suf)erintendence — however much machine tools may tak(^ the place 
of the old-fashioned skill — this difficulty becomes more pnissing 
with the gradual disa])pcarance of the small Jioii-specialisf'd work- 
shop w^here such men have hitherto been trained ; and the various 
plans being adopted by certain enterprising firms in this country 
and abroad to meet the need in tlicir own inten^sts deserve careful 
scrutiny. The whole province of the managcmient of labour has 
probably been loft in the past too much to chance and haphazard. 
The severity of the commercial competition has tended to turn 
the attcuition of the best business brains outward, to th(‘. market, 
not inward, to the shoi)s. That this is being felt by many 
thoughtful business managers is indicnt(‘d by the e^i^-ablish- 
ment in various Continental works of such an officer as 
the “Industrial Engineer,” whoso task it is to supervise, and 
give expert advice concerning, the conditions of employment. 
Such a title indicates more truly what is wanted than the 

“Social” or “Welfare Secretary” who has made his of her 

apj>eaVance in some English concerns. For the latter suggests 
a paternal and philanthropic regime, and it is the organisation 
of lal)our from a purely administrative point of view that here 
primarily concerns us. 

So much, then, for the single business. But, as everybody 
knows, there is a strong tendency nowadays to the amalgama- 
tion or combination of business. This is a movement which the 
“ political ” economist will look at from the standpoint of social 
interests. Hitherto, perhaps, in his solicitude for the consumer, 
he has hardly given sufficient attention to the producers — em- 
ployers and employed. However, to the business man a 

proposed or possible combination or amalgamation affect- 

ing his own works is not a matter of social interest, 
but, as our American friends say, “a business proposition.” 
And as a result of the experience of the last few years, we 
are now in a position to indicate the forms of combination most 
likely to secure success, the nature of the economies they can 
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effect, and the disadvantages and risks to which they are exposed. 
As to the requirements of good management, and especially the 
need for the concentration of power and responsibility — vitally 
important in a single business, and, curiously enough, often for- 
gotten in a combination — the reports of more than one Investi- 
gating Committee, notably that concerned with the Calico 
Piinters’ Association in 1902, furnish instructive reading. 

Any such classification of business questions as I have outlined 
must be for convenience of exposition only. The characteristics 
of various kinds of business shade off insensibly one into another. 
Thus, the object of the “ multiplication of types of product in 
one sort of business is much the same as that of the ‘ ‘ broadening 
of the basis” in another kind of business by the addition of 
by-products or subordinate manufactures. And a development in 
the direction of “ broadening may reach results which resemble 
externally those of “ combination.” 

At the risk of boring you, 1 have tried to indicate the nature 
of Business Economics by a rapid survey of some of the topics 
with which it must deal. Need I say that though it will “drive 
at practice,” it will not profess to be a series of recipes for 
success? It will be simply a serious and systematic grouping 
and weighing of the known results of actual experience. In this 
work the academic teacher will enjoy no advantage that may not 
be possessed by aii}^ maji of common sense : he wdll pursue no 
very difficult train of reasoning : lie will make use of no peculiar 
“organon.” His sole advantage will result from his wider ac- 
quaintance with the field of inquiry than most men actually 
(iugaged in trade have time to acquire. His function will simply 
be to interpret to the business world that world’s own experience. 
Yet modest as the task is, it is one which he is urgently called 
upon to undertake. Certainly it is what the commercial world 
will expect from him if it is to send its sons to the new Faculties 
of Commerce. 

It is not all they will come for. They will come for their 
ordinary working tools — in the case of some men to acquire 
a working knowledge of the languages of the countries with 
w^hich they expect to deal ; in the case of others to get that 
sort of knowledge of scientific and technological processes which 
is required by the commercial man running a manufacturing 
business, as distinguished from the technical “expert.” 
They will come to acquire that definite knowledge and skill 
in matters of business technique which courses on Accounting 
and the like will enable them to obtain. They will come 
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for that stimulating exposition of the actual facts of the world’s 
trade and industry which Descriptive or Eealistic Political 
Economy ought to afford them. But whatever else they want, 
they want above everything else a systematic training of the 
judgment in definite application to the problems of actual business. 
Not that they can expect to jump from the class-room into the 
manager’s office, though, indeed, now that younger men are 
beginning to come to the front here as in America, the in- 
terval between graduation and a really heavy responsibility 
may not be so protracted as it used to be. But it is essential, in 
anything wwthy of the name of Higher Commercial Education, 
to make our students realise the business point of view, and to 
give them a stimulus which will carry their intellects through 
the years of drudgery to the day when they will have a chance of 
showing what is in them. 

Business men complain that it is difficult to get men who 
can take responsibility or who can show originality, without 
stopping to refiect that, as things arc, the experience through 
which a young man commonly has to pass for years after he 
enters a business is such as to deaden any originality he may 
possess. It is the. part of Faculties of Commerce to corinteract 
this tendency by the vigour and suggestiveness of their intel- 
lectual discipline. 1 cannot refrain from adding that utilitarian 
— avowedly and even proudly utilitarian (if you like, selfish) — 
as their studies must be in spirit and purpose, their use will by no 
means end with business success. I am becoming more and more 
convinced that a capital defect of our general economic literature 
is that w^c have not yet taken the trouble, paradoxical as it may 
seem to say so, to enter into the business man’s }X)int of view. 
Wo content ourselves with a vague recognition of self-interest and 
competition, and, yet with a quite unnecessary shamefacedness, 
we will not look long enough and steadily enough at what these 
words mean in actual affairs. The consequence is that we have 
most elaborate treatises on the life and labour of the people which, 
with all their interest, often seem like clouds floating in mid- 
air because the phenomena they describe are divorced from that 
which so largely creates and govern them — the policy of the entre- 
preneur, A scientific Business Economics— and by scientific I 
mean only completely honest and reasonably orderly — will cer- 
tainly be of the utmost service in social legislation and private 
philanthropy. 

And, as I said a while ago that “Descriptive “ “Political” 
Economy will give scope and opportunity for an economic scholar’s 
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ambition, so 1 say with even more emphasis with regard to 
Business Economics. 1 would say to the students before me, 
“Here is a comparatively new subject, a subject of enormous 
practical importance. And here is a chance for you, at this ex- 
hilarating period in the history of Business and in the history of 
Universities, to lend a hand in the building-up of the new Science. 
You will soon be ‘ out in the world ’ : keep your mind awake, 
prevent- your faculties from stagnating, by noticing what you 
see around you, by raeditatiug on its meaning, by writing down 
your observations and conclusions. There will be no difficulty in 
getting good pieces of work into print. You will in most cases 
assist your own promotion by cultivating an intellectual interest 
in your surroundings ; and you will contribute to that enlargement 
of economics from which Science and the University have alike 
so much to gain.” 

W. J. Ashley 



EQUTLTBIUIjM UNDETi BILATERAL MONOPOLY. 


§ I. An index of exchange or of relative output is comparable 
to a body acted upon by forces. Among these forces arc the 
reciprocal demand schedules — or, if we prefer the phrase, the 
demand and supply schedule — of the exchangers on th(( two sides 
of the market. Thes(i schedules — the form of them, of course, 
may be modified by governmental or other action — determine, 
for the position of the index, what T shall call an equilibrium 
locus — that i^ to say, a sesries of iX)ints among which both sets 
of forces co-oj)erate to place that index. 

§ 2. The equilibrium locus may consist either of oMe point 
or of more than one ]X)int.^ When the demand and supply curves 
aro inclined in opposite dinictions, it consists of one point in 
all cases of fi-c-e comjX'tition and in most cases of unilateral mono- 
poly. When the two curves arc inclined in the same direc- 
tion, but do not intersect more than once, it consists of one 
IX)int in all cases of fr<‘e comi>etition, and in some cases of uni- 
lateral monojKily. In all other cases it consists of many points. 
When it is compos(!d in this latter u’ay, the forces of demand 
and supply are not sufticient to determine upon which of the 
points embraced within it the exchange index will fall. This does 
not, of course, mean that the situation of that index is not deter- 
mined by causes. It means that it is not determined by these 
causes. How much we know about its position in the concrete 
depends upon the extent of our knowledge of the other causes that 
are at work. 

§ 3. Important instances of equilibrium loci composea of mul- 
tiple points occurring under conditions of free competition or 
unilateral monopoly are discussed by Professor Marshall in his 
chapters on stable and unstable equilibrium and on monopoly. 

’ In some cases certain of the points embraced in the locus are positions 
of unstable equilibrium. For all practical purposes these points may be treated 
as outside the locus altogether. 
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These cases I shall for the present leave aside. The instances 
\\ith which this article is concerned are those that arise when 
two or more agencies exercising monopolistic power are present 
in the market. By an agency exercising monopolistic power is 
meant, not necessarily an agency without competitors, but one 
which, instead of accepting the price of the market, tries of 
deliberate purpose to modify the price in its own interest.^ It 
will not be to the theoretical advantage of any agency to do this if 
it contributes so small a part of the total supply that the derived 
demand curve for its individual product is a horizontal straight 
line, and it will not be to its jnactical advantage to do it unless 
it contributes a considerable percentage of the whole. 

§ 4. In the case in which the two monopolistic agencies-— 
whether dealing in rival, equivalent, or complementary com- 
modities — are both on the same side of the market, the index 
embraced in the equilibrium locus is one, not of exchange rates, 
but of relative output. It viay, therefore, rej^resent positions 
evolved without any agreement bctw4)en the two monopolists. 
When it does this, the facts indicated are somewhat different 
from tlK^se that emerge under a ix>iicy of agreements. For, as 
shown by Professors Edgeworth and Marshall, each monopolist 
takes account of the probable efi^ect of his action upon the conduct 
of the other, and follows with a counteracting move every move 
of his opponents. Hence, the index is necessarily driven con- 
tinuously backwards and forwards along the equilibrium locus. 
Under a policy of agreement, on the other hand, though the 
terms of agreement may be changed frequently, they will hardly 
be changed continuously. When, therefore, the equilibrium locus 
signifies positions reached through agreement, wo have generally 
to do with a less fluctuating condition of industry than when it 
signifies ix)sitions reached apart from agreement. Fro lanto, 
this consideration suggests that a policy of agreements among 
(‘orrelated monopolists is socially advantageous.^ 

§ 5. The range and position of the equilibrium locus are 
not, of course, affected by the question whether it indicates jx)si- 
tions reached through or apart from agreement. In what follows, 
therefore, it will be sufficient if we confine ourselves to the former 

^ Cf. Pareto’s description of the procedure of a seller or buyer who does not 
exorcise monopolistic powers: “Les prix sont modifies effectivement par son ofire 
et sa demaiido, mais e’est a son insu.” (Cours, Vol. I., p. 20.) 

® As Professor Marshall observes, however, there are other considerations of 
weight upon the opposite side (cf, Princijplesj 5th edition, pp. 494-5). 
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case. There is a further advantage in doing this, in that we 
are thereby enabled to consider only positions of exchange in- 
dices, and need not discuss directly indices of relative produc- 
tion. For, wherever there is agreement, some object is neces- 
sarily exchanged between the contracting parties — in the case 
of confronted monopolists, commodities^ or ordinary services, in 
the case of correlated monopolists promises as to future market 
action. Thus the equilibrium locus with which we have to do 
has reference only to positions of the exchange index. 

§ 6. In respect of this locus three problems present them- 
selves for solution : first, to ascertain in any given case the 
[)Osition of the equilibrium locus ; secondly, to ascertain w^hether 
any and, if so, what differences exist between different parts 
of the locus as regards the probability of the exchange index 
falling upon them ; and lastly, in cases where the forces at 
w'ork other than those of demand and supply are subject to 
control, to ascertain on w^hat part of the locus the persons con- 
trolling these forces ought to place the index. 

These j^roblems can be attacked with the help of the follow- 
ing assumptions i — 

(1) That the two exchangers are wdiolly insulated from, in 
the sense of being uninfluenced by, all other exchangers. 

(2) Unit the one exchanger is insulated from the other ex- 
changer in the sense that his economic conduct is not influenced 
in any w^ay by the satisfaction which he conceives to be obtained 
by his corr('S[X)ndent. 

(d) That tile objects of exchange are wholly insulated from 
all other objects. 

(4) That the one object of exchange is insulated from the 
other obji'ct in the sense that neither subject’s satisfaction from 
the one is dependent upon his holding of the other. 

(5) That the moment of exchange is w holly insulated from 
all other moments. 

(6) That the objects of exchange are infinitely divisible. 

§ 7. With these assumptions we supj^Kisc that one exchanger, 
A , is exchanging a commodity, X, against another commodity, 7, 
possessed by a second exchanger, jB. Then, if we are given the 
circumstances of /I’.v demand for Y in terms of X, and of B's 
demand for X in terms of Y, we are able, marking off units of X 
along the axis of X, and units of Y along the axis of Y, to 
construct the following curves : — 

(1) A's demand curve 0 Ai, and B's demand curve OBu A"$ 
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demand curve is the locus of those positions of the exchange 
index ai. which his marginal utility (in the sense of ophelimity) 

in respect of the y units of Y he has purchased is equal to ~ times 


his mar^o'nal disutility in respect of the x units of X he has sacri- 
ficed. lYs demand curve is constructed on the same plan. 

(2) /Vs indifference-curve-throu^?h-thc-origin is 0/1- and 
IV s indiiierence-curve-through-tbe-origin, 0 IV. /\\s' indiift‘ivnce- 
curvc-through-tlie-origin ivS the locus of those ]')ositions of the 
exchange index at which his total utility in respc'ct of the y units 
of Y he has purchased is equal to his total disutility in resfKxt 
of the X units of X he has sacriticed. IV s indilference curve is 
constructed on the same plan. 

(3) A contract-curve, K H , being the locus of all the points 



of intersection betw^een all the indifference curves of A and B 
respectively. 


§8. In respect of these carves the following positions need 
to be distinguished : — 

(1) F is the [)oint of intoTsection of the two demand curves. 
(It can b(i proved that this jjoint must lie upon the pure contract 
curv^e.) 

(2) is the position upon B's demand curve most favourable 
to A, and the jiosition upon A*s demand curve most favourable 
to B, 

(3) The locus QiP is B's part of the setilemeni locus on the 
demand curve, and Q 2 P A's part of the settlement locus on the 
demand curve, 

(4) The locus li P intersected between the point P and B's 
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indifference curves is B's part of the settlement locus on the con- 
tract curve, and R the ]X)sition upon it most favourable to A ; 
and the locus T P is A 's pari of the setilemeni locus on the con- 
tract curve, and T the position on it most favourable to JS. 

§ 9. As regards the appearance of this construction in the 
concrete, two points should be noticed : — 

First: When the marginal utility of one of the objects of 
exchange — money, for instance —is assumed to be constant to 
both the exchangers, the following result emerges. All the in- 
difference curves of eithcjr exchange^- iiro parallel to one another, 
and the contract curve is a straight line parallel to the axis of 
y. Hence, in cases when* the bargain is conducted by way of 
contract curve, the quantity of the other commodity that is ex- 
changed will be determinate, and equilibrium will be indetcTminate 
only in respect of the quantity of money given in exchange for 
it. In terms of Professor Marshall's illustration, “by what- 
ever route th('. barter may ha^a^ starhid, equilibrium will have 
been found at a. |K)int at which 0 apples have been exchanged.*'^ 
In this sense, in the above sjiccial case, the indeterm jnateness 
is necessarily less tlian it would be if, other things equal, the 
marginal utility of money wcrc‘ not constant. 1 do not know, 
Jiowever, that it is necessarily less, as the phrasing of Professor 

^ Maihcmatical note on batter, Princij)Ics, Wliori the barter is 

conducted by a scries of exchanges following one another in time, Professor Ifarshall 
show* further tliat the final rate of exchange — the closing price, so to speak — is a 
function of 0 aud is thus also a constant. It is important to notice, however, that 
tlie general conclusion of tiie text docs not depend in anyway upon the barter being 
conducted by such a senes of exchanges. It is equally valid if the whole transaction 
takes place at once by way of quid pro quo. In like manner-- except, of course, as 
regards the “closing price,” w^hich obviously implies time — the time element can be 
eliminated from his discussion of the cases in which several bargainors are present 
on both sides and cxcliange is conducted on the supposition (1) that the marginal 
utility of money is constant, as in a corn-market, and (2) that it is not constant as in 
barter; it being prchunted that the law of indifferejicc is inoperative through ignorance. 
Eundameutally both these are cases of sovoral monopolists on both sides bargaining 
by way of contract curve. Tn both cases the magnitude of the general contract 
curve, i.c., the extent of indeterminate ness present, is reduced when the numbers 
arc increased, in accordance with Professor Edgeworth’s reasoning. The proportion 
of th(^ contract curve on which it is probable that the exchange index will fall 
is reduced lor Professor Marshaii’s reason, namely, that it is jirobable tb st bargaining 
skill will become more evenly distributed between the two side.s the larger the 
numbers present, exctqit, indeed, in oases where there is a biassed error, as in regard 
to oniployer.s and employed. In the special case when the bargaining is by a aeries 
of rates in time, this implies l^rofossor Marshall’s result that the more bargainers 
there are, the less widely the average of the actual rates struck is likely to diverge 
from what he calls the equilibrium rate “because, if once hit upon, it would be 
adhered to throughout.” (Cf. Marshall, Principles, Bk. Y., ch, ii. ,aiid Appendix 
F, aud Edgeworth, Math. Psychics, p. 42.) 
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Jannecone’s otherwise excellent interpretation of Marshall’s 
doctrine might suggest,^ in the sense that the actual range of 
the (iquilibrium locus is smaller. 

Secondly: The same assumption being made, when the ex- 
changers are, neither of them, ultimate consumers, but both pro- 
ducers obtaining no true rent, and when matters are regarded 
from such a long-period }X)iiit of view that quasi-rent does not 
act like rent, the points Qi and Q 2 necessarily lie in the same 
ve^rtical line, and their position is determined by the condition 
that the distance between them be a maximum. 

d. 

§ 10. Our consiiiictiou being thus given, it is obvious that the 
equilibrium locus cannot lie anywhere except along some part or 
parts of the settlement locus. We have now to investigate the 
question along which of these parts it will in fact lie under 
various conditions. 

It is always to A\s advantage to force the exchange index 
from any initial position along that one of B's indifference curves 
upon which it lies until it reaches the contract curve. We have, 
therefore, merely to determine when it is in his power to do 
this. 

It is in his power to do it when B consists either of an in- 
divid?ial bargaining on his own behalf, or of a series of individuals 
completely insulated from one Jinother and bargaining in this 
way, or of an official bargaining on behalf of a corporation that 
pays as a single body for its purchases — a Socialist community, 
for instance, engaged in the purchase of wheat. It is ]X)ssiblc, 
indeed, even in these cases, that A may be induced by reasons 
introduced ab extra, such as custom or some incidental conveni- 
ence, to refrain from the use of this power. The powder, however, 
is there, and in general, therefore, the equilibrium locus does 
not lie along B's 'part of the settlement locus on the demand curve, 
and does lie along part of the setilement locus on the contract 
curve. 

If, however, is an official buying on behalf of persons pos- 
sessed of independent volition, and subject to the condition that 
any one of them, to whom the contract agreed u][X)n appears less 
favourable than no contract at all, will not carry it out, the case 
is different. Suppose that each of these j>ersons controls one 
unit of the commodity in respect of which the bargain is made, 

^ Questioni controverse nella teoria del Barotto {Hifomm Suciale, August 1907, 
p. 647). 
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or, to put it more generally, that each controls an amount neg- 
ligibly small in comparison with the whole. In these circum- 
stances, the bargainer, B, cannot agree to a quid pro quo. If 
he endeavours to place the exchange index upon the portion of 
the contract curve less favourable to him than a settlement at 
the intersection of the curves of demand and supply, the index 
will, by the defection of those of his constituents who are in- 
dividually injured thereby, run down to some prnnt upon his 
demand curve. In this case, therefore, the equilibrium locus 
does not lie along 'B's part of the settlement locus on the contract 
curve, and does lie along B's part of the settlement locus on the 
demand curve. 

Propositions analogous to the above hold good in respect of 
A's part of the settlement locus on the demand curve and con- 
tract curve. Hence we obtain the following broad results : — 

(1) When both exchangers are individuals or corporations pur- 
chasing goods to be used in their corporate capacity, the equi- 
librium locus lies along the two settlement loci on the contract 
curve. 

(2) When both exchangers are corporations bargaining on 
behalf of numerous members of independent volition, it lies along 
both settlement loci on the demand curve. 

(3) When one exchanger, ^4, is an individual or corporation 
purchasing goods to be used in his corporate capacity, and B is 
bargaining on behalf of numerous persons of independent ,, voli- 
tion „it lies along A's part of the settlement locus on the contract 
curve, and B's part of the settlement locus on the demand curve. 


§11. A peculiar case, differing from all the above, emerges 
when a consolidation in dealing with a number of customers, 
each of whose purchases are small relatively to its total output, 
and who an^ cornjdetely insulated from one another in the sense 
that 310 one of thorn is able to make any transfer of the consoli- 
dation’s goods from himself to any other would-be purchaser. 
Non-transferahility of this kind can be readily made to apply 
to railway services and the services of credit institutions. In 
neither case is it easy for one whom the monojxilist refuses to 
supply directly to obtain the commodity from him indirectly. 
The same property belongs in a still more marked degree to all 
commodities such as tramway services, water and gas, that cannot 
practically be separated from their single distributing plant. 

When these conditions are realised, the consolidation’s bargain 
with each of its customers is made as between confronted mono- 
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polists, and is of such a kind that a part of the equilibrium locus 
can, if the cf)nsolidation avails itself of its opportunities, be made 
to fall on that customer’s part of the settlement locus uf>on the 
contract curve. But, ex hypothesis each customer’s purchase is 
small relatively to the consolidation’s total output. Therefore 
it is impossible for these customers bargaining singly to place 
the exchange index upon the consolidation’s part of the settle- 
ment locus on the contract curve. If the index were placed 
there, the consolidation would immediately discard some of its 
customers, and the index would run down a radius vector to 
the consolidation’s part of the demand curve. Nor is this all. 
It is equally ini))ossible for the exchange index to lie on any 
part of the consolidation’s demand curve other than the inter- 
section point between this curve and the compounded demand 
curve of the customers. For, if it does so lie, it will always 
be to the interest of customers, since ex hypothesl they are not 
combined, to increase their purchases till it moves up to the 
said intersection point. Hence the equilibrium locus in respect 
of the bargain with each custonuir cannot lie anywhere exccqrt 
along t^at customer’s ])art of the sctlhunent locus on the contract 
curve. In respect of the sum total of the consoiidation’s bargains, 
it cannot lie anywhere except along the customers’ part of the 
settlement locus on tlieir compounded contract curve. If the 
marginal utility of money is taken as constant, this implies that 
the ^quantity sold is determinate and equal to the amount which 
would be sold under free competition, but that the aggn'gate 
purchase money obtained for it is indeterminate bc^tween the 
amount that would be (obtained under those conditions and another 
larger amount sufficient to absorb from them the whole of the 
consumers’ surplus normally derivable from the goods. 

Of the practical methods by which it is open to a consolida- 
tion to make use of the ix)wer thus accessible to it 1 have written 
something in an earlier paper published in the Economic Journal. 
The most important are (a) discriminating prices and (6) the 
large packet system, under which the minimum saleable unit of 
the commodity is made larger than considerations of technical 
convenience dictate. The practical difficulties confronting 
attempts to employ these methods arc examined in the paper 
referred to.^ 

i Of. Monopoly and Consumer’s KSupply, Economic Joubnal, Sept. 1904. The 
Post Office, for example, could hardly maintain its discrimination in favour of long 
distance letters unless it were “ protected by its statutory monopoly from the 
competition of half-penny town posts for its most profitable business.” (Acworth 
Railways s p. 69.) 
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§ 12. We have next to consider the conditions upon which 
the range of rates of exchange covered by A\s and B*s parts of 
the equilibrium locus depends. The greater the range on A's 
part of the locus, tlic more unfavourable to A is the most adverse 
rate of exchange that it is iK)ssible for B to inflict upon him, and 
the case is similar with regard to B\s part of the locus. The 
following propositions can be demonstrated, if it is assumed that 
the mmginal utility of one of the objects of exchange is constant 
to both exchangers. 

First, if, under given conditions of demand, FVs (or part 
of the equilibrium locus is situated on tlie contract curve, its range 
is larger than it would be if, under the same conditions, it were 
situated on the demand curve. This proposition is easily proved. 
For A's indifference curve through Qi must fall upon B\s paid, 
of the (pure) contract curve ; and, since a radius vector can only 
cut an indifference cuiwe once, the radius vector through 
must strike the contract curve at a j.>oint nearer to P than that, 
at which the said indifl'erence curve strikes it. 

Secondly, the range of the two parts of the settlement 
locus depends upon the elasticities of the two demands. In 
rcsi”>ect of the parts* of the settlement locus on the demand curve, 
this problem is investigated in my Industrial Peace. The con- 
clusions there I’eachcHl W(‘re as follows : The range of B's part 
of the settlement locus is greater the smaller is the elasticity 
of the relevant pnrts of B's demand curve and the greater;- is 
the (ffasticity of A *s demand curve. ^ In respect of the part of the 
settlement locus on the contract curve, it is easily proved that 
the range of B's pait is greater the smaller is the elasticity of 
B's demand curve a-t any point to the loft of the {.)oint at which 
the tw^o demand curves intersect. For, if, in our construction, 
the equation to the demand curve is y — and to the indifl'er- 

{ X 

-.dx. Hence, 

0 X 

when an assigned value a is given to x, yjrx is greater the 
smaller is (f>'x, and ^'x is smaller the smaller is the elasticity 
of the demand curve. The elasticity of A's demand curve is 
in this case irrelevant. 

Thirdly, in the si>ecial case in which one of the bargaining 
monopolists is not an ultimate consumer but a seller to con- 
sumers, the range of the two paids of the settlement locus 
varies according as this monopolist does or does not exercise 
monopolistic power against the consumers. The bargaining 

1 Cf. Princi 2 )les aad Methods of Industrial Peace, p. 216. 
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monopolists are supi)osed to be of the pattern of a Federation of 
employers and a Trade Union of workpeople, each bargaining 
in behalf of members who are at liberty to refuse individually 
to contract on the terms obtained, with the result that the 
contract is made altogether by way of demand curve. ^ After 
a time a change is introduced of such a kind that the Federation 
of employers becomes a consolidation wdelding a unilateral 
monopoly against the consumers of its product. How does this 
change affect the W'age possibilities open to the workpeople? 

This problem must be solved in two divisions. It is neces- 
sary to analyse the effects; first, of the federation becoming a 
consolidation, apart from its new mono{)olistic power against 
consumers ; secondly, of this new monopolistic power, apart from 
the fact of consolidation.^ 

The effect of consolidation by itself is simple. It renders 
it theoretically possible for the workpeople to bargain effectively 
by way of quid pro quo. If they avail themselves of this oppor- 
tunity, the equilibrium locus ceases to occupy the two parts of 
the settlement locus on the demand curves, and occupies instead 
the w^(^rkmen's part of this locus and the employers^ l)art of the 
settlement locus on the contract curve. This change, as just 
proved, expands the Federation's part of the equilibrium locus, 
and is thus a clear strategic gain to the woi^kpeople. 

The effect of the new monopolistic power is more difficult 
to^ analyse. If x represents the numbers employed, and p the 
]>rice, w^e find that, whereas the old demand curve for labour was 
represented by an equation of the form 

the new is represented by an equation that affords the maximum 
value to {<f)X~p)Xj namely the equation 

p=^<f>x+x(f)'x. 

Hence if, in the construction employed in this chapter, the 

^ Cf. Principles and Methods of Industrial Peace, p. 211. I have argued that in 
practice this last case [in general embraces wage contracts between Trade Unions 
and Associations of Employers. I added, however, in qualification; “If the 
combinations were so organised that their chief officers had the power, and could 
be induced by pressure from the other party, to subsidise or maintain at work 
individual firms or workmen, whom independent self-interest would drive from the 
trade, they would not differ in any way from pure monopolists " (p. 211). It should 
be noticed that the theory requires the individual firms comprised in the employers’ 
association as well as the individual workmen in the Union to be small relatively 
to the whole body. 

2 Professor Clark’s treatment of the problem is, in my opinion, invalidated by 
his failure to draw this distinction. Cf. bis Essentials of Economic Theory, p. 465. 
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Federation's demand curve for labour before its access to mono- 
polistic power be represented by 0 Bi , and after that access by 
0 1?2, it is obvious that 0 must lie below 0 JBi. In cases where 
it is legitimate to ignore the second and further differentials of 
the function contained in the preceding equation, it can be 
proved that the equilibrium locus will, as a whole, be diminished 



in range. In 4ill cases it can be proved that the locus will be 
affected in a fashion markedly adverse to the interests of labour. 
For, in its new position, a certain number of rates of pay lower 
than any that it embraced before must be included in it,^and a 
certain number of the highest rates embraced before must be 
extruded. Both these aspects of change involve strategic injury 
to the workpeople. 

The question, therefore, how the introduction, not of con- 
solidation singly or of monopolistic |>ower against consumes 
singly; but of consolidation including monopolistic power, affects 
the wage possibilities of the workpeople has a different answer ac- 
cording as those workpeople do or do not avail themselves of the 
opportunity afforded them to sell their w^ork in bulk, thus forcing 
a contract by way of quid pro quo. If they do this, their wage 
possibilities arc improved; if not, they arc injured. As a matter 
of practice, of course, Trade Unions have not hitherto been equal 
to the difficult task of making — not to say enforcing — a quid pro 
quo bargain/ 


B, 

We may now pass to our second problem. Given the conditions 
of demand and supply and no other data, to determine the prob- 
ability that the index will settle at one or another point within 
the equilibrium locus. The solution of this problem involves the 

^ It appears, therefore, that Professor J. B. Clark is right when he asserts that 
“ with employers in a groat consolidation the possible advance of wages is at 
its maximum,” but wrong when he implies’ that this can also be asserted of the 
probable advance. Cf. Essentials of Economic Theory, p. 365. 

• Q 2 
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determination (a) of the most probable position, and (b) of the 
range within which it is more probable than not that the index 
will fall. 

§ 13. Suppose, first, that wc know^ nothing of the otlier forces 
in operation besides those of demand and supply. We have then 
no reason to suppose that these other forces wull be distributed 
more advantageously to one niono|>olist than to the otlu^r. If, 
however, they had been distributed unequally, there is some 
presumption that we should have noticed the fact. Therefore it 
is most probable — provided, of course, that we have fnir acquaint- 
ance with the general conditions prevailing — Ihai they are dis- 
tributed equally. If, however, these forces are distributed (equally, 
the most probable result of their conflict is that result — provided 
such a result exists — wiiich both contestants consider drauni. 

The question what result may reasonably be considered drawn 
has been discussed in a very interesting manner by Professor 
Jannacone in his article on Questioni eoniroversc ncUa Teoria del 
Baratto} Should a contest be called drawn when the aggregate 
satisfaction which the twro parties obtain from the transaction is 
equal (punto del massino dd equaglianza) : or when the rate of 
exchange agreed upon is half-w ay botw^een the two extreme rates 
represented upon the (‘quilibrium locus? It is not easy to make 
any one of several alternatiircs appear more plausible than any 
oilier. Nor does this exhaust the difficulty. Su|)pose that the last 
alternative — that of a rate midw^ay bt tween the possible extremes 
— is adopted; what, precisely, does this signify? ]f it would 
just have paid A to accept 5 x for 1 y, and B to give 10 x for 1 y, 
it seems obvious at first sight that the middle rate is 7i x for 1 y. 
Is this, however, really more defensible than the diflerent result. 
KI+tV)!/ \ x'^ Is it not rather the case that these two rates 
have equal claims to be regarded as the middle one, and that 
either can be made to appear obvious by the adoption of suitable 
units ?^ All this kind of discussion is, hoAvcver, from our present 
point of view, of academic rather than of practical interest. For 
I conceive that, in actual contests, such as w^age contests, there 
is, as a rule, some definite rate, which, whether they ought to 
do so or not, both parties do, as a matter of fact, consider to 
represent a draw. This rate will, 1 imagine, generally bo that 
‘‘middle rate” which happens to present itself as obvious in 

1 In La Biforma Sociale for August 1907. 

2 The emergence of this difficulty in the present connection was pointed out to 
me by Mr. J. M. Keynes, to whom I am indebted for several criticisms upon the 
draft of this article. 
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regard to the particular scale units that arc being employed. 
No doubt, in the special c?h»se when the equilibrium locus is made 
up of A's part of the settlement locus on the demand curve, and 
B’s part of the settlement locus on the contract curve, this solu- 
tion is not altogether satisfactory, because, whereas a rate on 
A's paii; is merely a rate, one on B's part is a rate coupled with 
a power enjoyed by A to fix the amount sold. In this ca^e, 
therefore, the contestants would probably agree that a drawn con- 
test was more properly represent('.d by a raiic somewhat nearer 
than half-way to that afforded by the extreme point of B's part of 
the locus. This case is, however, rare in practice. In general a 
drawn contest means splitting the difference between the two 
extreme rates embraced in the equilibrium locus.' This inter- 
mediate rate, therefore, as constituting the result w^hich equality 
of force on the two sides would be likely to bring about, in 
general represents the most probable position of the exchange 
index. 

The most probable i)osition being given, the measure of prob- 
ability attaching to the other possible positions can be represented 
by a series of ordinates, symmetrical on both sides of the ordinate 
representing the greatest probability, and diminishing ^as the 
points to which they refer boeomo more distant from the most 
probable ]>osition, in such w'ise that the two extreme points of 
the equilibrium locus arc represented as the l(‘ast probable posi- 
tions of the index. 

Those results, however, though valid, are of very little practical 
utility. For, if we an^ entirely ignorant of the forces that deter- 
mine the position of thc‘< index within the equilibrium locus, the 
measure of probability attaching to our most probable position, 
derived as it is from the mere presumption that inequality of 
force on the two sides would have betm noticed, differs from the 
measure of probability attaching to even the least probable of 
the other points by an amount so small as to be scarcely appre- 
ciable. Practically speaking, wc have to admit that, when our 
ignorance is as great as is here supposed, no one point on the 
equilibrium locus is appreciably more likely than any other to be 
the seat of the exchange index. 

§ 14. Secondly, suppose that our acquaintance with the causes 
influencing the position of the index is increased in such wise 
that the rclatice 'personal situation of the contestants is known 

^ If the demand and supply curves arc symmetrical, the difference is split when 
the index falls at their intersection. 
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to US, but certain other causes which we may vaguely term the 
accidents of circumstance are unknown! 

The factors determining relative personal situation include 
comparative strength of character, capacity, and other personal 
qualities; comparative wealth, under which is involved ability 
to endure a conflict such as a strike or a rate-war without bank- 
ruptcy; comparative opiX)rtunity to obtain, voluntarily or under 
compulsion, aid from others, such as contributions of funds, a 
strike in sympathy, a boycott of the enemy by consumers, the 
exercise of pressure upon him by some financial ally of our 
own ; comparative solidarity, whereon depends the possibility of 
discriminations in time or place designed to ruin opponents 
seriatim ; and, lastly, the attitude of the law towards the employ- 
ment of various methods of “ clubbing/’ ^ 

Eelative personal situations being known, the most probable 
position of the index within the equilibrium locus is that position 
which it would occupy if, outside the forces of demand and supply, 
the personal stuations of the contestants were the only causes in 
existence. When the i^ersonal situations are equal, this position 
is that of drawn contest ; when they are unequal, it is some point 
on the part of the equilibrium locus favourable to the stronger 
contestant, and lying further along that part the more unequal 
the situations are. 

As in the former case, the measure of probability attaching 
to the other possible positions of the index is represented by a 
series of ordinates symmetrical about the one representing greatest 
probability, and diminishing as the points to which they refer 
recede from the most probable position. If this position is that 
of drawn contest, the probability that the index will fall at one 
extremity of the equilibrium locus is equal to the probability 
of its falling at the other; but, if the most probable position is 
not that of drawn contest, this is not so. 

The main difference, however, between the present case and 
the preceding is in the degree of probability attaching to our 
probable results. The difference in probability between the most 
probable and the least probable position is in most cases increased 
— or, more generally, the probable error involved in treating the 
most probable position as the true position is diminished. 

§ 15. Lastly, suppose that in addition to the knowledge 

^ It may be noticed that, if the law does not intervene, it is just those new 
oompetitors of a large producer who are most efficient and therefore most useful to 
the public, that, as being most dangerous to the said large producer, are specially 
likely to be victimised. 
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assumed in the last section, we^'also have knowledge of the rela- 
tive importance of personal situations and accidents of circum- 
stance in determining the position of the exchange index. In 
this case we are able, not merely to say that the probable error 
involved in treating the most probable position as the true one 
is less than it would be under conditions of complete ignorance, 
but also in a rough way to measure this probable error. We can 
indicate a portion of the equilibrium locus within which the 
chances are even — or any other assumed ratio — that the exchange 
index will lie. We cannot, of course, effect this measurement 
with anything like statistical accuracy, but we can say something 
in a general way. The probable error is in most cases smaller, 
and the probable equilibrium locus, so to speak, narrower, the less 
important accidents of circumstance are relatively to personal 
situations. 

C. 

§ 16. There remains the problem of determining, in cases 
when the forces at work other than those of demand and supply 
are subject to control, on what part of the equilibrium locus the 
persons controlling these forces ought to place the exchange index. 
Prima facie, the j5nswer can hardly be other than that given by 
Professor Edgeworth — namely, the point of maximum aggregate 
satisfaction present upon that locus. In the special case in which 
the marginal utility of one of the objects of exchange is both con- 
stant and equal for both exchangers aggregate satisfaction is the 
same at all points on the contract curve. In this case, therefore, 
there is no one point of maximum satisfaction, and, for bargains 
by way of contract curve, Professor Edgeworth’s rule fails to give 
practical guidance. In general, however, there is one point on 
the equilibrium locus such that, if the exchange index is placed 
there, aggregate satisfaction is greater than it would be for any 
other position of that index. This i)oint does not in general 
coincide with the most probable position of the exchange index. 
It is, however, likely, particularly if the conditions are such that 
the most probable position is that of drawn contest, to lie nearer 
to that position than it does to either of the two extremes of 
the equilibrium locus. ^ 

When the curves of demand and supply in which the equi- 
librium locus is involved are permanent and fixed, this reasoning 
appears to be conclusive. When, however, they are temporary 
and variable, account must be taken of the fact that whatever rate 
of exchange is established at one time will, by exercising a repel- 
^ 1 Cf. Edgeworth, Math, Psychics, p. 66, 
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lent or attractive influence upon*outsiders, affect their form and 
position at future times. Hence, the point on the equilibrium 
locus that vi'ill make for maximum aggregate satisfaction for the 
moment does not in general also make for it in the long run. 
I have argued elsewhere that the complete utilitarian end is, as 
a rule, best promoted by a series of settlements at the points at 
which the demand curves of the two organisations from moment 
to moment intersect.^ 

A. C. PiGOU 

^ Pn7icij)les and Methods of Industrial Peace, Part II., ch. ii. 



GAPS IN OUB FACTOBY LEGISLATION. 


The following suggested amendments and additions to the 
Factory Act do not, of course, represent the w’hole difference 
between the actual and the ideal, between that which is and 
that which ought to be. If an enlightened Government in a 
new country, with industries as yet undeveloped, were to have 
a free hand in determining the conditions under which employ- 
ment should be carried on, unhampered by custom, prejudic(% or 
poverty, it could construct, and hope to enforce, a much more 
advanced and generous scheme, and bo it observed, there ^s little 
doubt that such l?;gislation would be, not only advantageous to 
the health of the people, but a powerful aid towards industrial 
efficiency. There is a great mass of evidence which tends to 
show that labour carried on for comparatively short hours, 
under the best sanitary conditions, and for high wages, 
eliminating the competition of child labour, is very much mwe 
productive than is the work of sweated industries, where the 
opposite conditions prevail. Further, it is evident that a country 
in which such a high standard of conditions could be maintained 
would enjoy an enormous advantage over its commercial com- 
petitors from the diminution of [loverty, disease, and pauperism, 
which would bo its reward. 

Our position in England is very different. Factory legislation 
had its small beginnings in the early nineteenth century, at a 
time when industry was already more or less demoralised by un- 
regulated, one might say anarchic, competition, when child labour 
was recognised by custom and even approved by philanthropy, 
and capital had established a sort of prescriptive right to the 
utmost exploitation of labour. No statesman at that time could 
dare to dream of a large constructive scheme of social reform-— 
the very poverty of the people would have made such an idea 
impossible. All that was attempted was to set limits to com- 
petition in 'its worst excesses, to prevent the night work of 
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children, for instance, and to restrict their hours of labour. Even 
these measures, tardy and inadequate as they seem to us, had 
a groat deal of prejudiced opposition to meet. The roots of 
custom and habit are hard to disentangle in an old country like 
ours, and the reformer has perforce to content himself with 
progress step by step, ever dogged and hindered by the know- 
ledge that the greatest obstacle to progress is that very poverty 
of the people that he is working to diminish. We may be per- 
fectly convinced of the soundness of the economic argument that 
long hours and insanitary conditions diminish efficiency, and, 
therefore, in the long run, tend to keep wages low, but we cannot 
entirely put aside the reflection that a higher standard of require- 
ments will perchance lessen the earnings of the already under- 
paid, or even throw them out of work, at the moment. Factory 
legislation has never aimed at more than the redress of the abuse 
most clearly perceived at a given moment. It has in this way, 
however, progressed from small beginnings until at the present 
day it forms, not, indeed, the comprehensive scheme of race 
preservation indicated above, but at all events a very substantial 
measure of protection against the manifold dangers inci- 
dental \o industry, dangers from which “the labourer,” to use 
the vague generalisation of the classical economists, is usually 
either by age, sex, ignorance, or economic dependence, not 
capable of guarding himself or herself. Our social reform is a 
process of becoming rather than of being. The individualist asks 
despairingly, “ Where are we to stop? ” The answer must be, 
“ Certainly not yet.” Opijortunist methods and piecemeal reform 
are the English tradition. Consequently the work, like women’s 
work, *‘is never done.” The subject of the present article is 
merely to point out the next steps. We may separate the subject- 
matter as follows : (1) Duration of work ; (2) Health and safety ; 
(3) Payment of wages. 

(1) As regards the hours of work, there is a growing feeling 
that these are too long, especially for growing girls. The period 
of employment under 1 Edw, VII. c. 22 is for women and young 
persons (i.c., boys and girls from 14 to 18) 12 hours, with intervals 
for meals which must be not less than IJ hours in non-textile 
factories and workshops, and 2 hours in textile factories. This 
means that any girl of 14, or of 13, who has passed the educa- 
tional requirements in force, may work ” round the clock,” i.e., 
from 6 to 6, 7 to 7, or 8 to 8. When I have put the matter thus in 
addressing meetings of ladies not familiar with the subject, I 
have sometimes been met with an incredulous look, and the 
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objection, “ I thought the Factory Act had altered all that.’* It 
certainly is somewhat remarkable that a century of legislation 
has done no more for these young growing girls, who, at a pecu- 
liarly critical and important age, may still be employed for hours 
longer than most men consider a proper working day for them- 
selves. Shorter hours for all protected workers would seem to 
be an appropriate measure of relief. It may be remarked that 
in non-textile factories it has for some time been customary not 
to work the full legal hours. About nine hours is the rule, for 
instance, in the Birmingham brass works; an employer in this 
trade once very kindly explained to me in detail how it was that 
he found it actually bad economy to keep going more than nine 
hours, because the girls could not keep their attention fixed longer, 
made more “ scrap” and wasted material. This seems to be com- 
monly recognised in metal work, pottery, &c., but for some 
obscure reason textile factories customarily work the full legal 
hours— -10 per day. Now it is important to remember that these 
hours mean more work and more fatigue than they did when 
the normal day was first introduced 50 odd years ago. The 
speeding up of machinery has increased the strain, and %\en as 
long ago as 1873 'shorter hours were agitated for by the trade 
unions. In the following year Dr. Bridges and Mr. Holmes were 
instructed by the Local Government Board to hold an inquiry 
as to the health of w^omen and young workers in textiles. They 
repoiijed, after taking a considerable quantity of evidence, that 
sinc&the passing of the Act of 1847, the strain on the workpeopTe 
had certainly increased, i.e., each operative had a larger amount 
of machinery to attend to ; the machinery was driven at greater 
speed ; the practice of giving overlookers and foremen a premium 
on the work done impelled them to exact steadier and harder 
work than formerly. The Act of 1874, however, merely required 
an additional half-hour for rest and meals daily. In the interven- 
ing period the strain has undoubtedly increased. One of H.M.’s 
inspectors tells me that “both in cotton and woollen the strain 
of the full hours with speeding up is almost intolerable to the 
less robust women and girls.” Miss Anderson, Chief Lady In- 
spector, stated before the Physical Deterioration Committee that 
in her opinion the legal hours were too long—” longer for women 
than men would stand in their own organised industries” 
(Evidence, q. 1,498). Her Memorandum, included with the Com- 
mittee’s Report, should also be studied in this connection. Dr. 
Oliver, in considering the subject of “speeding up,” writes: 
” That there is greater strain upon the nervous %stem, more 
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exhaustion, and consequently need for greater leisure, few will 
deny, and that in many instances the hard work induces prema- 
ture old age goes A\ithout saying. Will this speeding up tend 
to make female mill-workers better mothers and help them to 
give birth to healthy and robust children, or to infants who are 
puny, ill-nourished, and of a highly-strung, nervous system? . . . 
There is a limit beyond which the speeding of machinery cannot 
be run without detriment to the health of the operators, unless 
their hours of work are materially shortened.**^ The extreme 
monotony of factory work is in itself a cause of strain. This 
was noted by Dr. Bridges and Mr. Holmes in the report already 
quoted (p. 43), and has more rciccntly been observed by Miss 
Vines (see Factory Inspectors' Eeport for 1904, p. 260). 

But although the textile factories customarily work up to the 
full limit of the legal hours, it has to be noted that they are 
by law better regulated than the non-textile factories. In the 
former, work may not be continued by a child, young person, or 
woman for more than 4^- hours without a break. In the latter 
the spell may be, and frequently is, 5 hours. Taking into con- 
sideratipn the hurry and pressure under which modern industry 
is carried on, this is too long a spell. Another grievance is that 
the pause for a midday meal is frequently too short. An hour’s 
interval must be allowed before 3 o’clock p.m., but this hour 
may be divided, half an hour tak(‘n [)erhapB before beginning work 
(8.30 instead of 8), and only half an liour need then be allowed 
for dinner. The results of so inadequate an interval after a. long 
moiTiing’s work arc considered by Miss Anderson to be very 
serious. This restriction of the dinner-hour appears to be a 
common custom in the London dress trades, and accounts for 
much indigestion, ana?mia, and sickly looks noticeable among the 
young women working in these trades. 

Another highly desirable reform in regard to hours of work 
would be the abolition of overtime. This has been consistently 
advocated by the trade unions, especially by the Women’s Trade 
Union League, for many years. Overtime has been made illegal 
for young persons in all trades, and also for women in textile, and 
in some non-textile, industries. Exemptions arc still permitted 
in industries in which the nature of the employment is supposed 
to require elasticity, as, for instance, the making of w^earing ap- 
parel, Christmas presents, &c., &c. The workers in these employ- 
ments are thus liable to be kept for very long spells of work at 
certain seasons. Considering how long the daily hours under the 
^ Oliver, Diseases of Ocewpatiom, p. 3. 
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Factory Act still are, it appears utterly unreasonable to require 
overtime as well. A master once said to me, ‘‘In nine hours 
the girls have done as much work as it is in them to do/’ The 
permission of overtime is simply a premium on irregularity and 
bad organisation. Permission to make up “lost time ” and work 
overtime used to be granted in the textile industry, but it has 
gradually been recognised as a source of weakness, the exceptions 
have been shut off one by one, and the “ normal day ” has become 
more and more the standard. The trend is unmistakably towards 
the prohibition of overtime, and the sooner the better, if we 
value the health of working girls and women. 

It is necessary to remark here that even if the working day 
is reduced by one hour, and overtime prohibited, the state of 
things is still not satisfactory in regard to young workers. A 
full day’s work, whether iO hours or 9, ought not to be required 
of a boy, still loss of a girl, of 13 or 14. The question is a difficult 
one, because, as most people now know, the organisation of a 
textile factory (possibly of other fa(4.ories) involves a subdivision of 
labour, which renders the elder and more skilled w^orkers depen- 
dent on the co-operation of the younger and less skilled. The 
spinner cannot work without his “ pieccr.*' This difficulty might 
perhaps be got over by raising the age of half-timers to 16. If 
this operated as a discouragement on the employment of young 
workers, it might, on the other hand, tend to increase the demand 
for the labour of adult women, and raise their wages. One of 
H.M.’s inspectors tells me that the prc'sent tendency is to employ^ 
girls rather than women, which has the effect of depressing piece 
rates. From the social point of view, adult wwkers should bo 
preh'rred. May not some of the high infant mortality of the 
cotton tow us be due to the overstrain of women in their early 
life, before maturity? 

(2) In regard to improving the regulations for health much 
might he said, did space permit. It is a singular fact that with 
all our national pride in cleanliness, the Factory Act includes 
no provision in regard to washing appliances, save for certain 
specified dangerous trades. In France this provision is required 
in factories and w^orkshops generally; English law apparently 
regards w\ash-basins, soap, and tow^els as an expense only to be 
justified when deadly jL>eril, such as lead or phosphorus poisoning 
is involved. In a recent report, Miss Anderson says that the need 
for washing appliances is increasingly felt among women and girls 
(surely a hopeful sign), and has a moral and social, as well as 
a hygienic, value. The girl who is contented to go home dirty and 
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unkempt from the long day’s work is not the most self-respecting 
of worWs. Even in cases where the work is specially hot and 
dirty (is not most work more or less hot and dirty?), the lady 
inspectors have no power to do more than advise this provision, 
which one would expect the ordinary self-respect of employers 
to dictate. Miss Anderson says that employers will complain to 
her of the roughness or carelessness of the young women they 
employ, yet do not realise how extraordinarily “ rough, primitive, 
and uncivilised ’ ’ are the surroundings in , which too often they 
place their employees, or how closely these phenomena are re- 
lated. It is pleasanter to read that the same observer has often 
noted with surprise and admiration the efforts working women 
will make, in the face of the greatest difficulties, to turn home- 
wards with a neat and cleanly appearance. The Chief Inspector 
has said that washing accommodation has a civilising influence, 
and he has rarely known such provision to be unused or despised. 
Probably no class in any society takes such an open and almost 
childish pride in the habits that promote physical health and re- 
finement as the English wealthy classes. Might they not occa- 
sionally ask themselves what are the conditions in the houses from 
which they draw their rents, the factories from- which they draw 
their profits, or the industries in which they invest their capital? 
Much is done by the best employers, and the law might surely try 
to awaken the sleeping conscience of the worse. 

Another important point in regard to health is the medical 
'inspection of young persons to ascertain their physical fitness for 
work or for special kinds of work. This is already done for 
children on entering the factory, and the inspectors have power 
to require the certifying surgeon to make a re-inspection of young 
persons under 16. It was represented to the Physical Deteriora- 
tion Committee that this re-examination might properly be made 
general and compulsory, and extended to all young workers under 
18 or even 21. Dr. Scott pointed out that some boys, who might 
be fully capable of useful work, were yet too slow-witted to deal 
safely with machinery, and might be the cause or the victim of 
horrible accidents. The same gentleman strongly urged the 
medical inspection of boys before working in coal mines, and the 
abolition of half-time for children. He considered that boys who 
came straight from school to work at 14 made better and more 
capable and regular workers. Another observer, who has recently 
visited a good many factories on business, has told me he was 
greatly struck by the fact that the employment of children seems 
to be dying out in the best conducted factories, and to linger on in 
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those which are most crowded, worst ventilated, and altogether 
precisely the most undesirable for children to be in. 

Among other provisions for health which are still not required 
by law, but are urgently needed, their absence forming the subject 
of many complaints to the women inspectors, are the provision 
of mess-rooms; these are chiefly needed in large works, and 
might be dispensed with in small workshops or where there are 
facilities for meals accessible in the immediate neighbourhood. 
It is important that mess-rooms should be under the supervision 
of the inspector, instead of, as now, outside it. Cloakrooms or, 
provision suitable for outdoor garments are also highly necessary, 
many workers having a long walk and arriving wet through in 
bad weather. The provision of adequate light in workrooms is 
a singular omission from the law. One of the lady inspectors 
writes to me that some provision is necessary to ensure that both 
by day or artificial light all workers should have sufficient and 
properly placed light on their work. An inadequate or badly- 
placed arrangement causes straining of eyesight, stooping or 
twisting of shoulders, headache, not to mention more terrible 
dangers from machinery worked in shadow or in an urAertain 
fitful light. The lighting of staircases, passages, yards, and sani- 
tary conveniences is also necessary both for physical and moral 
reasons. 

In regard to one of the most important of the Factory Act 
provisions for health — namely, the prohibition of work after con;;;^ 
finement — it is not possible here to say much, as the adequate 
discussion of it would take us outside the subject of the Factory 
Act. Every competent person is agreed that the prohibition 
of work for one month is altogether insufficient, but every- 
one also knows that the poverty of the women themselves is 
the most frequent cause of breaches of the law, and in default 
of some system of national insurance or compensation for the 
expenses of maternity, it is difficult to see how the period of 
unemployment can be extended. One useful amendment, how- 
ever, could be made in the existing law, and that is the deletion 
of the word “ knowingly.” • At present the employer can escape 
a fine if he can show that he did not know, or could not be 
expected to know, that the woman had given birth to a child 
within four weeks. It has actually been decided in a court of 
law that an employer which is a company cannot have cognisance 
of such a fact, and, therefore, is not liable to a fine for employ- 
ing the woman in such circumstances (see Eeport for 1904, 
p. 273). It is extremely difficult for the inspectors to get a 
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conviction under this section, even when the offence is practically 
certain. Other useful provisions would be to require that the 
.occupation of mothers be returned in the registration of the deaths 
of infants, and to require mothers to produce a medical certificate 
on returning to work. But the main question is an economic one, 
which cannot be dealt with under the Factory Act alone. 

The carrying of heavy weights by women and young persons 
is frequently mentioned by H.M.’s inspectors as being highly 
dangerous to health. Of all uses to put a woman to, surely that 
^ of beast of burden is one of the most repugnant and inhuman. 
Some provision could surely be made to check the practice, which 
in the case of children has been forbidden by the Act of 1903. 
The enforcement of similar regulations in the case of women and 
girls would result cither in the increased employment of men 
or in the more extended use of labour-saving appliances, as 
trolleys, &c., either of which would be far better social economy 
than the overstrain of these poor women, often bearing the triple 
burden of mother, wife, and industrial worker. 

Miss Anderson has stated that in her opinion it is possible 
to corlduct factory labour in such a manner as to involve no 
harm to health whatever. The conditions that injure health, 
as, for instance, the quantity of dust generated in certain pro- 
cesses, are not essential to any employment, but admit of a 
remedy if due scientific means are used. It is interesting to recall 
that about 90 years ago Sir Kichard Arkwright described to Peel’s 
Committee the means he used to prevent dust in the process of 
cleaning cotton, and said there need be no dust. Miss Anderson 
told the Physical Deterioration Committee that among the causes 
adverse to health in industry were dusty processes, extremes of 
temperature, and working in a damp atmosphere. There has been 
a great improvement in the application of exhaust ventilation to 
the removal of injurious dust and in remedies for defective 
structural conditions, but much yet remains to be done. There 
seems to be a general opinion among experts that progress now 
lies in the direction of raising the general standard of hygiene, by 
means of cleanliness, ventilation, and light, the maintenance of 
proper space between machines and between the workers em- 
ployed, freedom from dust, and control of temperature, all of 
which conditions are now felt to be more important on the whole 
than the adoption of specific precautions for dangerous trades. 

(3) In regard to wages, no discussion can here be attempted 
of the proposed law re wages boards, which would demand an 
article to itself, though I may perhaps be allowed to say in passing 
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that I regard the extreme ix)verty and underpayment of large 
classes of workers as the main evil of their condition, and fully 
believe that Factory Acts and Public Health Acts, valuable as these 
are, cannot adequately protect workers who are too underpaid to 
combine together for the enforcement of the law. But the present 
law as to payment of wages undoubtedly needs strengthening. 
The Women’s Trade Union League has for many years demanded 
the abolition of fines and deductions. Miss Clementina Black, in 
her book, Sweated hidustry (p. 41 ei seq.)^ tells us how fines, 
which the outsider might innocently suppose to be instituted as 
a means of preserving discipline amongst giddy young workers, 
are actually a profit-making device among low-class employers. 
Miss Black quotes wage-books in which fines and deductions 
amounted to a sum varying from 10 to 30 per cent, of wages. 
In anotlicr case workers were charged rent for their place in the 
factory. In others charges are made for use of machines, or even 
for cleaning the w^orkToom, one ingenious employer paying 155. 
to the scrubbe^r, while the pence colk'.ctcd from the w^orkers 
amounted to twdeo that sum. Some charge for hot water to make 
tea, and it can be easily soon that even a small charge df this 
kind, wdicn put upon a number of workers, w'ould bring in a 
sum much in excess of the cost of water. Deductions for spoilt 
work arc often grossly unfair, as with jam and preserve making, 
wdiere one or two jars in a fow^ hundreds are sure to crack with 
the heat. The unlucky girl wdio chances to W'ash the cracked 
jar wijl be charged for damage she is probably entirely uncon- 
nected with, and may even be made to pay the selling price of 
the pot of jam. Other deductions are inflicted for punishment; 
and of these Miss Black tells a significant story. One of the 
best employers who have come within her observation said, when 
questioned on this head, “If I could not run a factory without 
fines I should be ashamed to ruu one at all.” Another employer 
of a very different stamp defended himself against a charge of 
excessive fining by asserting that, without fines, his factory would 
be a “ beai’-garden.” Comment is superfluous. Perhaps the 
worst kind of fine is that used by employers who deduct a surplus 
from those pioce-w^orkers wd }0 make up a total rather better than 
usual. I have myself been told by a girl in reference to a certain 
factory : “It doesn’t do to work too well there — they cut you 
dowm directly.” Miss Black mentions a factory where the fore- 
man deducts 1 or 2 shillings from the week's payment if he 
thinks the girl entitled to it has ” earned too much.” Can any- 
thing more demoralising than such a system be imagined ? Fines 
No. 70. — VOL. XVIII. R 
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and deductions should be abolished, and the “ Particulars Clause,” 
which provides that the worker shall be made fully acquainted 
with the piece rates he or she is working for, needs extension to 
all piece-work trades. In isolated cases employers in industries 
not under the clause have voluntarily adopted it, showing that 
they realise the advantage of having a fair and above-board agree- 
ment. Legislation is also necessary to bring out-workers more 
completely under the Truck Acts, the decision of the High Court 
in Squire v. The Midland Lace Co. having unfortunately placed 
outside the protection of the law a large class of needy workers.^ 

B. L. Hutchins 

1 See report on the Truck Acts in the Factory Inspector's Report for 1006, p. 239, 
ftnd a report of the above case in the Factory Inspector's Report for 1904, p. 281 
The Court stated that it gave its decision reluctantly and recommended amendment 
of the law. 



THE EQUALISATION OF KATES IN LONDON. 


In the year 1907-8 the rates levied by the different Borougli 
Councils varied from 6s. 3d. in St. Anne’s and St. James’s, 
Westminster, to 10s. 8d. in Bromley, Poplar. The anomalies 
become more apparent if we deduct the rate raised in respect 
of expenditure borne centrally, and consider only the rate which 
represents expenditure borne locally. This local rate is, in St. 
Anne’s and St. James’s, Is. 2d., and in Bromley 5s. Od., the 
rate in the second case being more than four times the rate it 
is in the first. The amazing difference between the two chal- 
lenges attention auCt demands explanation. In considering the 
matter a little more closely, it is desirable to take not a single 
year, which may represent an abnormal state of affairs, but the 
average of four years. I have selected for this purpose the average 
for the four years 1901-2 to 1904-5, and I have chosen these 
particular years because the calculations involved have been 
made by Mr. Harper, the Statistical Officer of the London County 
Council, in reports submitted to that body. In order to avoid a 
needless multiplication of figures, I shall confine the discussion 
to four Boroughs : Poplar and Bermondsey, where the rates are 
highest ; and Paddington and Kensington, where they are lowest. 
I have excluded the City and Westminster because they can 
neither be said to present a picture of normal Boroughs. 

The average local rate for the four years in each of the 


Boroughs is 

Poplar 4s. Id, 

Bermondsey 4s. 2d, 

Paddington Is. 

Kensington U, 6d. 


One reason for this disparity may be found in the difference 
of assessable value per head of population. In a district mainly 
inhabited by the rich this figure will be high, while in a district 
mainly inhabited by the poor it will be low. For the four 

B 2 
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Boroughs the assessable value per head is, in pounds, as 


follows : — 

Poplar 4-8 

Kormondsey 7*1 

Paddington 9*8 

Kensington 12*7 


It will be seen that low rates and a high assessable value, and 
high rates and a low assessable value, go together. This, in 
general, is true of the other Boroughs. In the eight Boroughs 
where rates are lowest (excluding the City and Westminster), the 
average assessable value is i!10 1^., while in the eight Boroughs 
where rates are highest, the average assessable value is £5 4s, , 
^little more than half. If the assessable value per head were 
the same in the four Boroughs, and if that value were the value 
for Kensington, the local rates would be : — 


Poplar Is. 9d, 

Bermondsey 2s. id, 

Paddington Is. id. 

Kensington Is. Sd 


while if that value were the value for Poplar, the figures would 
be : — 

Poplar 4s. Id. 

Bermondsey Gs. 2d. 

Paddington 4s. 0^. 

Kensington 4.s 

• 

On the assumption of equal assessable value the variition in 
local rates would, to a great extent, disappear; difference of local 
rates is thus associated with a difference of assessable value. 

But there are other factors wdiicb must be considered. A 
district with a low assessable value is a district largely inhabited 
by the poor, and where there arc many poor w-e must expect a 
larger expenditure to be incurred by the Boards of Guardians than 
where there arc tew. The poor rate for the four Boroughs is : — 


Poplar 2s. (jd. 

Bermondsey 2s. 6d. 

Paddington Os. Bd. 

Kensington Os. 5d. 


It may be urged that the Poplar and Bermondsey Boards of 
Guardians are extravagant, especially as regards outdoor relief, 
and no doubt this is, to some extent, true; but in the famous 
St.-George’s-in-the-East the Guardian rate was 2s. Id., and in 
Whitechapel Is. Under any circumstances, therefore, a district 
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with a low assessable value must expect to be burdened with a 
heavy expenditure on the relief of the poor. 

The other factor in the local rates is the expenditure of the 
Borough Councils. For the four districts this was : — 


Poplar 2s. Id, 

Bermondsey Is. 9d. 

Paddington Is. M. 

Kensington Is. Od. 


There is here no such striking difference as was found in the 
case of the Boards of Guardians. But the two rates stand on 
a different footing; the expenditure of the Guardians benefits 
only those in receipt of some form of relief, while the expenditure 
of the Borough Councils benefits all members of the community. 
Further, while the poor must be provided for somehow, it is 
possible for Borough Councils to neglect their duties in the way 
of necessary expenditure without raising a popular outcry. It 
is, therefore, important to ascertain the Borough Council ex- 
penditure per head of population. It might be ex]>ccted on 
general considerations that, where the necessary services are effi- 
ciently carried out, there should not be any great difference 
between one Borough and another in expenditure per head. For 
in districis largely inhabited by the poor, the expenditure per 
head on public health, baths and wash-houses, and the like, would 
be higher than in wealthy districts, while the opposite would 
be true of expenditure per head on lighting and streets, and the 
excess of the one would compensate for the deficiency of the 
other. The average expenditure of the Borough Councils per 
head of population for the four years is : — 


Poplar # 9s. Od. 

Bermondsey 12s. 0<Z. 

Paddington 14s. Od. 

Kensington 12s. Id. 


; It must be borne in mind that this is the average of the actual 
expenditure, while the rates are levied to meet expenditure arrived 
at after the application of certain equalisation funds. Apart from 
Poplar, the differences are not very large, and in respect of 
Poplar we should remember that its assessable value per head 
is very low, and there is, therefore, every inducement to keep 
down expenditure. This conjunction of low expenditure with 
a low assessable value, and of high expenditure with a high 
assessable value, will become more marked if we compare the 
four districts which have the lowest expenditure with the four 
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districts which have the highest, excludirjg, as before, West- 
minster and the City : — 



Expenditure 

Assessable value 


per head. 

per head. 

Deptford 

4s. Id. 

£ 6-5 

Bethnal Green 

is.td. 

£ 4-1 

Mile End Old Town 

5s. lid. 

£ 3-8 

Stoke Newington 

6s. 4d. 

£ 6*6 

Chelsea 

14s. lid. 

£11-5 

Marylobone 

17s. Od. 

£13*3 

Hampstead 

19s. 6d. 

£11-7 

Holbom 

25s. 5d. 

£16-3 


Now if, as has been shown to be reasonable, there should be 
no great difference in expenditure per head, it is impossible to 
resist the conclusion that districts with a low assessable value 
keep down unduly the cost of the necessary services, while districts 
with a high assessable value swell the cost by unjustifiable ex- 
travagance. 

Three conclusions follow* from the foregoing examination into 
the differences of local rating. First, high rates are, in the main, 
due not to local extravagance, but to low^ assessment ; in other 
wordi, the burden of the rates is most heavy where the district 
is most poverty-stricken. Secondly, another cause for high rates 
is to be found in the fact that where assessments are low there 
are many poor and, consequently, large demands for expenditure 
on the part of Boards of Guardians. Thirdly, the rates in many 
of these lowly-assessed districts would be yet higher than they 
actually are if the fear of the rates did not lead to a cutting down 
of much desirable expenditure on public health, roads, lighting, 
and the like. The division of London into cities of the poor and 
cities of the rich injures the poor in three different ways ; they 
stand in greater need of public services, and actually receive 
less, and what little they receive, measured in rates, costs them 
more than is the case in better favoured districts. Whether, 
therefore, we look to the claims of humanity or to the claims of 
justice, London stands in urgent need of a satisfactory scheme 
for the equalisation of the rates. 

Existing Equalisation Funds. 

Before considering such a scheme, it is desirable to examine 
the existing regulations which secure a certain amount of equalisa- 
tion* These are many and very complex and very cumbersome, 
and it is possible to discuss the question only in the broadest 
outline, omitting sundry intricacies of detail. 
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There is first the Metropolitan Common Poor Fund, admin- 
istered by the Local Government Board. The cost of certain 
services carried out by the Guardians, together with the amount 
of a grant at the rate of 5d, a day for each adult indoor pauper, 
is ascertained, and the several amounts totalled for the whole 
of London. This total sum is then apportioned among the unions 
on the basis of rateable value, and is, therefore, equalised. The 
chief services, whose cost is thus equalised, are the maintenance 
of lunatics and insane poor, indoor paupers, pauper chil- 
dren, and the provision of the salaries and the rations 

of officers. The Local Government Board exercises a 
very strict control over the Guardians. The Board may 

require the Guardians to appoint such officers as it thinks 

necessary, and has the power of fixing and approving 
salaries, and of rejecting and dismissing many of the officers 
selected by the Guardians. It is this control which has made 
it possible to centralise a large amount of poor-law expenditure. 
From the point of view of equalisation, the case of the Guardians 
is of imjx)rtancc, because it presents an example of an elected 
body wliich can draw on central funds because there is th^e safe- 
guard of central control against extravagance on the one hand, 
and against inefficiency on the other. 

The second method of equalising expenditure is to be found 
in the County Grants administered by the London County 
Council. The following arc the more important County Grants. 
There is first the indoor pauper grant of 4d. a head per day for 
every indoor pauper. But this grant, with that whimsical in- 
consistency characteristic of much legislation, is based on the 
number of paupers prior to 1888, and not on the number of 
paupers in each particular year. During the twenty years that 
have elapsed much water has flowed under the bridges, and 
many paupers have surged into some districts and out of others. 
In consequence, the grant bears no adequate relation to existing 
requirements. Secondly, the County Council pays half the 
salaries of medical officers of health and sanitary inspectors ap- 
pointed by the local authorities. Finally, omitting many small 
grants, the County Council administers the Equalisation Fund. 

The Equalisation Fund consists of a sum equal to the produce 
of a Gd. rate for all London. It is distributed among the different 
Boroughs in amounts proportional to the population of each 
Borough. The idea underlying the institution of the fund was 
the belief that the expenditure of each Borough was propor- 
tional to its population. As was shown above, there is a good 
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deal to be said for this theory. But while it may be true that 
the expenditure of each Borough per head ought to be about 
the same, it does not follow that this “ought “ will be fulfilled. 
Nor has this been the case in practice ; Deptford, for example, 
which has the lowest expenditure per head of any Borough 
Council, received a grant from the Equalisation Fund equivalent 
to a 2d, rate, and other anomalies exist. In short, a district 
with a low assessable value per head of population stands to 
gain largely from the application of this fund, but it does not 
necessarily follow that the expenditure of the district will be 
high, for it may be kept unduly low. The fault of the Equalisa- 
tion Fund lies in the fact that, while it may lower rates in poor 
districts, it provides no guarantee for the efficiency of the service. 
To advocate, as is sometimes done, an enlargement of this fund 
is unwise. For we want to equalise not only rates, but the value 
derived from the several services. 

A Scheme for Equalisation. 

Ar^ new scheme for equalising rates must satisfy three condi- 
tions : it must remove the present anomalies, by establishing a 
practically uniform rate for each Borough ; it must provide safe- 
guards against extravagance; and it must secure efficiency in 
the different services. There arc at the present time in each 
district of London two directly elected bodies — the Boards of 
Guardians and the Borough Councils. Are we to retain these 
minor bodies, or shall w^e sweep them away, and transfer their 
power to the County Council? From the point of view of 
equalising rates there is much to be said for the plan of destruc- 
tion, as, with a single spending authority, there would automatic- 
ally be a single rate. But London is a large place, and it is 
difficult to imagine that one central body could effectively super- 
vise the affairs of four and a half million persons. Either it would 
be found necessary to increase the membership of the Council 
to such an extent that the Council would assume unwieldy dimen- 
sions, and develop into a machine with an indefinite output of 
profuse and irrelevant verbiage, or we should be compelled to 
establish a hierarchy of officials and a close bureaucracy, a system 
not in accord with principles of English local government. 
Neither alternative is satisfactory, and we should lose, in addi- 
tion, even that small amount of interest in local affairs which 
now exists, and which could ill be spared. 

But if we renounce the idea of a single central authority, 
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there is no reason why there should be two minor elected bodies 
in every district, each levying its own rate. We will assume, 
therefore, that the Boards of Guardians are abolished, some of 
their powers being given to the County Council, and the remainder 
transferred to the Borough Councils. To secure equalisation, 
these reconstructed Borough Councils must, from a financial 
standjx)int, be placed under the control of some ccmtral body, 
and it is clear that a directly-elected body, like the County Council, 
is more suitable to exercise the necessary powers than a Govern- 
ment department like the Local Government Board. The 
problem, therefore, which requires solution turns on the question 
of how the County Council can control the expenditure of the 
Borough Councils. If we pass in review the chief duties which 
will devolve on the Borough Councils, we shall be able to show 
that the task s(^t up docs not present any insuperable difficulties. 

Let us begin with the redistribution of the powers of the 
present Boards of Guardians. The most important and the most 
difficult duty that now devolves on the Guardians is the determina- 
tion of the kind of relief suitable to meet the needs of each par- 
ticular case of distress. To discuss in detail this intricate tubjcct 
is not X)ossiblc wjthin the limits of a brief essay, but certain 
fundamental principles should be clear. We want uniformity 
throughout London, and at the present time each Board follow^s 
its own sweet will, regardless of the policy of others. We can 
only get uniformity if a single authority is ultimately resjionsible 
for the principles wdiich guide those who are concerned with 
individual decisions. Ib a large extent this is a technical 
question ; no layman can decide whether a patient should be 
admitted to the infirmary, sent to an asylum or institution for 
imbeciles, or whether he can be treated in his own home; it is 
essentially a question for the ex|>ert. Are the circumstances really 
different when we are called on to determine whether a family 
shall bo sent to the workhouse, or receive out-relicf ; whether a 
widow shall be assisted to keep her children, or whether some 
or all of them shall be brought up in an institution ? Surely the 
knowledge and the experience of an expert are as necessary here, 
as they are recognised to bo in cases requiring medical treatment. 
At the present time we have a chaos of varying policies. Further, 
not only does one Board of Guardians differ in its administrative 
principles from another, but even in the same Board the several 
relief committees are usually at variance, while the same relief 
committee varies its action with the presence or absence of some 
particular member. We cannot secure any sort of uniformity 
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unless the decisions rest with officers acting under regulations 
laid down by a central authority. Some way of associating 
certain members of the Borough Councils with the work of the 
officials could easily be devised, but practically it would be the 
expert who would determine the kind of relief that would best 
meet the needs of any particular family. 

Officials under central control will, therefore, determine into 
which of a number of classes each applicant shall be placed. If 
the case is one for out-relief the amount will be settled and the 
cost thrown on the county rate. It may, however, be that admis- 
sion to an institution is the appropriate treatmeiit. The in- 
stitutions are, at the present time, under the control of three 
dilferent bodies. The County Council provides the asylums, and 
the expenditure for the maintenance of the patients is equalised 
in a complicated fashion, which need not trouble us. Under the 
proposed scheme the whole cost will be met directly out of the 
county rate. The Metropolitan Asylums Board manages tlie fever 
hospitals and institutions for imbeciles. This body consists of 
representatives from the Boards of Guardians and nominees of 
the Isocal Government Board. With the disappearance of the 
Guardians it will likewise cease to exist, and its work will be 
merged in the work of the County Council. The workhouses and 
infirmaries are now provided and maintained by the Guardians. 
The cost of the maintenance of inmates is, to a very large extent, 
equalised with the help of the Common Poor Fund administered 
by the Local Government Board, though the loan charges fall 
on the individual localities. Equalisation here presents no diffi- 
culties ; the control exercised by the Local Government Board 
over all ex]>enditure met out of the Common Poor Fund is com- 
plete, and w^ould be transferred to the County Councils. The 
Borough Councils would act as Visiting Committees, performing 
very much the same duties as are now carried out by the 
Guardians, though it would be desirable that all contracts should 
be under the supervision of the County Council. There remain 
the loan charges. As, under the proposed scheme, the Council, 
through its officers, would determine the destination of each 
patient, the buildings would be transferred to the Council, who, 
for the future, would bo responsible for the loan charges, and 
would provide any new institutions that were required. The 
children's institutions would pass to the Council as the Education 
Authority. The sundry minor powers, such as vaccination, now 
exercised by the Guardians, would be transferred to the County 
Council, and equalisation, where it does not now exist, could easily 
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be secured. In this way the whole of the rate for the relief of 
the poor will be equalised, and at the same time adequate safe- 
guards provided for efficient administration. 

The existing powers of the Borough Councils would not require 
much change, though they would be placed under the financial 
control of the County Council. It would, however, be necessary 
to take from them their right of power of promoting and opposing 
Bills in Parliament. This power has in the past involvexl much 
needless expense, and has frequently led to the not very edifying 
spectacle of one authority fighting another. Another power which 
it would be necessary to take from them is the power they have 
as the valuation authority. A uniform rate for London is uniform 
only in name so long as the principles of making the assessment 
vary from district to district. It is essential that the County 
Council should become the authority for making the valuations 
for the whole of London. 

It will be desirable to show in what way the County Council 
could exercise financial control. All expenditure must be sanc- 
tioned before it is incurred. Every year the Borough Councils 
would be obliged to submit an estimate to meet the expetises of 
the coining year, and this estimate would require to be passed 
by the County Council. It is not as difficult to exercise financial 
control as is sometimes imagined. The Local Government Board 
has exercised control of the most minute kind over all the services 
whose cost is thrown on the Common Poor Fund, and the work 
of the Borough Councils is not of so disparate a character that 
central supervision would be impossible. Take, for example, the 
most costly of the services of the Borough Councils — public health 
and streets. These are together responsible for more than half 
the rates. The County Council would find it easy, drawing on 
the experience of the past, to fix the numbers and the salaries 
of inspectors and medical officers of health ; nor would it be diffi- 
cult to estimate the cost of maintaining the streets. Such super- 
vision would prevent the cutting down of the necessary ex- 
penditure in poor parts, and the extravagance in the wealthy 
districts, and this, as has already been shown, is certainly neces- 
sary. A scale of ex2>enditure for other services could likewise 
be formed. So far as regards remunerative services, such as 
“housing” or electric lighting, the latter would naturally pass 
to the central authority, while the former could be carried out 
by the local body under conditions laid down by the central. 

It has sometimes been urged that an elected body, without 
full control of its finances, would constitute an anomaly in local 
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government* and would not offer responsibilities and attractions 
sufficient to secure the services of capable persons. There is, 
however, no reason to believe that under the restrictions proposed 
we should get candidates inferior to those who now present them- 
selves for election. It is usually forgotten that local government 
is founded on central control. The Education Authority, for 
example, cannot build a new school without the consent of the 
Board of Education, while the receipt of the annual grant dejxinds 
on compliance with conditions laid down by that body. Further, 
the Guardians are pre-eminently an instance of an elected board 
controlled, down to the minutest detail, in all expenditure charged 
on the Common Poor Fund, and subject to close supervision in 
their general administration. Nor is it suggested that the re- 
constructed Borough Council should be deprived of all liberty to 
spend money without the previous ennsent of the County Couricil ; 
but such expenditure would be a charge on the local, and not on 
the central, rate. As a matter of fact, with the extra duties 
assigned to them, the Borougli Councils would become more 
important bodies than they are at i>rcsent. 

The object of this article has been to demonstrate the need 
and the fKjssibility of a f>ractically complete equalisation of rates ; 
I have not been conoernod to show the many economics and the 
increased efficiency in the various services which would be the 
result of the proposed reorganisation of London Government. 
But there is one question so germane to the present dis(‘ussion 
that it cannot be dismissed without mention. Is the area of 
administrative London to remain contined wdthin the existing 
limits, or shall the borders be extend(3d? 

Equalisation of rates ha.s been proved necessary in London 
because London is split up into cities of the poor and cities of 
the rich. But this process of segregation has not ended at the 
borders, and, outside, the same forces are at wwk, and are pro- 
ducing effects even more disastrous. East Ham and West Ham, 
Tottenham and Edmonton and Walthamstow are groaning under 
a burden of rates as heavy as exist in any London borough. 
Further, since no equalisation funds or common poor fund lessen 
the burden, they are driven to many undesirable economies. 
Clearly, such districts must be taken into London, and if we do 
this we must evidently go further. For these districts will prove 
a heavy expense, inasmuch as they have been permitted to spring 
up without proper control over their growth, and usually in the 
absence of suitable building regulations. We must not, therefore, 
rest content with receiving into London any district after it 
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has advanced far on the road of administrative bankruptcy ; we 
must anticipate the inevitable expansion of the metropolis, and 
supervise its development. We cannot do this with any hope 
of success unless we extend the border of London until it includes 
the whole of the Metropolitan Police area— in other words, until 
Administrative London and Greater Londoj) become contermin- 
ous. There will be a central authority for the total area, and iQ 
each dislrict a local body, subject to central control, in accord- 
ance with the principles already outlined ; and there will be a single 
rate for the whole. The inclusion of the new district would 
from the phnt of view of rates make little difference to London. 
An equalised rate for the year 1905-6 for the administrative county 
of London would amount to 7s. 5d., and for the whole of Greater 
London 7s. 6d., an increase of only a penny. This scheme of ex- 
pansion doubtless involves large changes, but it is only by a bold 
policy of this character that \v(' can hope to make out of this huge 
aggregation of isolated peoph^s a city adequate to the demands of 
civilisation and worthy of the Enqureof which it is the capital and 
the heart. 


E. A. Beay 



BACK TO THE LAND. 


The State has, no doubt, an interest in securing the largest 
possible economic product from the national soil, and also in 
maintaining an adequate proportion of the population living in 
rural districts, for the supply of fresh blood, health and strength 
to the City population. But from the most intelligent and sym- 
pathetic descriptions available of rural depopulation it is obvious 
that the migration from country to town is due not so much to 
want of employment or unsatisfactory conditions of employment 
at home, as to the superior attractions of the town. The 
stream of migration flows where the money agricultural wage is 
high, as well as where it is much lower than in towns. If 
people deliberately prefer town to country because the one is 
lively and the other dull, it is difficult to see how their inclina- 
tions can be altered or controlled by Act of Parliament. But the 
subject is too important to be dismissed in this way. What is 
the extent of rural depopulation? What are the general economic 
conditions under which it takes place? Is it the case that in 
Scotland, to use the phrase of M. Jules Mcline, “ the equilibrium 
between agriculture and manufactures has been upset,” and can 
the State do anything to restore it? For the period 1871-1901 
the town population of Scotland increased on the average about 
38,000 a year, while in the villages and rural districts there was 
a net decrease of about 2,000 a year, the villages gaming largely, 
and the purely rural districts losing heavily. The largest de- 
crease was in the class of agricultural labourers, while there was 
a substantial increase in the number of male relatives assisting 
farmers and graziers, also in the number of foremen, and of 
gardeners, nurserymen, and florists, and miscellaneous employees. 
There was a diminution of 1,000 in the number of shepherds. 
About 40 per cent, of the decrease in agricultural labourers 
consists in a decrease of women so employed. Upon the whole, 
the progressive decrease in the number of women and very young 
children employed in agriculture is matter for congratulation, as 
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evidence of a higher standard of humanity and morality. The 
bothy house of Scotland and the evils against which the English 
Agricultural Gangs Act of 1867 was directed were not pleasing 
features of our national economy. But there are many depart- 
ments of farm- work, especially on dairy-farms, for which women 
are well adapted, and in which, indeed, they excel. If the 
statistical inquiry be carried back to the period 1851-81, long 
before the agricultural depression set in, you find the total number 
of servants engaged in agriculture in Scotland sinking by nearly 
the same average of about 2,000 in the year, there being, how- 
ever, during that period a large increase in the number of 
shepherds. These figures are serious, and in some parts of the 
country there is undoubtedly a scarcity of agricultural labour. 

But is it certain that this is not the natural and normal relation 
between the urban and agricultural population in Scotland, and 
that the causes are such as may be removed by legislation ? That 
relation must shift and change with the expansion of manufac- 
tures, on the one hand, and the depression of agriculture on the 
other. It must depend not on the mere inclination and desire 
of people in this country, but on the position of the coun'Ay as 
a producer and buyer in the markets of the world, including 
the market for food-stuffs. The outstanding features of British 
economic history during the period in question have been the 
rapid increase in manufactures from 1840 to 1880, and the de- 
pression of agriculture from 1870 onwards. If there has been 
a long-continued and rapid development of manufactures, and 
a retrograde or even stationary condition of agriculture, one 
would expect a considerable transfer of population from the 
country to the town. It is an illustration of the mobility of 
labour, and does not necessarily suggest something wrong in 
the circumstances or conditions of agriculture. Nobody would 
desire to stop or hinder the development of manufactures, even 
for the sake of improving the position of agriculture. Agriculture 
is the largest and most ancient of our industries, but it cannot 
be withdrawn from the operation of any general economic ten- 
dency. In Major Craigie's address to the Eoyal Statistical 
Society it is pointed out that this migration from country to 
town is almost universal in Europe. It occurs in countries which 
protect their agriculture, as well as in free importing countries. 
It occurs under every variety of land tenure and social and 
political organisation. Nowhere is it more marked than in 
Prance, a country, to a large extent, of small-holders, where it 
has been described with much pathos by such writers as Iien6 
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Bazin in his La Terre qui Meurt, Such things happen because 
in these countries manufactures grow more quickly than any 
possible development of agriculture. The additional food supply 
comes from distant parts of the world. The case of Great Britain 
is somewhat si>ecial. Professor Shield Nicholson, in his recent 
Gilbey Lectures at Cambridge, observed that for the most part 
the rent paid for agricultural land in England can hardly be 
described as a payment for the natural fertility of the soil, but, 
in general, is not more than a fair return on the capital spent by 
generations of landlords in the necessary buildings, fencing, and 
drainage of the soil. Then, by a faulty system of local taxation, 
and by the inclusion in it of charges that equitably fall on the 
Imperial Exchequer, agriculture is unduly taxed to an extent 
exceeding 2s. a quarter upcm wheat. The Dukc^ of Argyll lately 
made public the case of a Highland county where, during the 
last twenty-five years, the rental went down 44 p(T cent., and 
the local taxation increased 240 per cent. In these circumstances, 
naturally, every effort has been made to reduce the amount of labour 
in agriculture. The self-binder and the potato-lifte^ have been intro- 
duced, but no modern dack Cade would suggest the destruction 
of these useful implements in order to stem the tide of niral 
depopulation. Nor is it wonderful that in some cases small 
farms have bc(m merged in larger ones. Foreign or colonial 
competition must be faced, and the large farmer has the advan- 
tage of obtaining better results from better machinery ; ho deals 
in bulk, and has easier access to the best markets ; he hg^s the 
working capital required for the moderji system of expensive 
manures. What is found in other traders is that when prices fall 
the output must be increased, and the on-cost charges diminished. 
It would be a dangerous responsibility to place legislative ob- 
stacles in the way of such economic changes as these, which 
recommend themselves to both landlord and tenant. Is it won- 
derful that some land has been converted into |Hirma nent pasture ? 
According to a well-known calculation, comparing the period 
1872-7 with 1892-7, there has been in the United Kingdom a loss 
of farmers' capital of £101,000,000, or 22^- per cent. In the 
former period the gross produce was £249,000,000, of which 
£05,000,000 may have been spent in wages. The annual profit of 
the earlier ix^riod, viz., £43,000,000, was, in the latter period, 
converted into an annual loss of more than £1,500,000. These 
figures would explain a greater conversion of arable land to 
pasture than has actually taken place. Long ago Bishop Latimer, 
in his sermon to King Edward VI., denounced the graziers for 
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turning out the householders, so that “there is now but a 
shepherd and his dogge.“ But if 1827 and 1901 be compared, 
in 1901 there were a million more acres under arable cultivation 
and in gardens than in 1827. It is absurd to talk of England 
once more becoming a deer-park as in the time of the Tudors. 
The eminent preacher and fervid socialist who is now Bishop 
of Birmingham would hardly repeat to King Edward VII. the 
sermon of Bishop Latimer — at least if he had read the recent 
report of the Board of Agriculture on the wool production of 
Great Britain, and the course of wool prices for twenty years. 
The production of wool last year was £133,000,000. The rise in 
the price of British wool has surpassed in rapidity and extent 
any change in agricultural values which has occurred during 
the whole period since the agricultural depression set in. Why, by 
legislation, directly or indirectly, chock this active and thriving 
industry, which, in the meantime at all events, is justified by 
its success? 

Such arc som(^ of the economic causes that have accentuated 
in Great Britain the general migration from count 17 to ^own 
going on in all progressive European countries, and also in the 
United States. It. must also be remembered that the develop- 
ment of the factory system has inevitably destroyed many local 
rural industrh^s and distributing centres related to agriculture. 
The local market and the local mill have been abolishc^d by the 
railway, the village dyke has been superseded by the general 
use of .wire fencing, home spinning and weaving by the women 
have also largely disappeared. It may be suggested also that 
it is a little difficult to define what, in any given country at a 
particular time, is the proptjr and natural extent of its agri- 
cultural population? Nothing is more certain than that, prior 
to the Eeform of the Poor I jaw in England, there were far too 
many agricultural labourers on the land. They received a 
wretched pay, eked out by parochial allowances. It was this 
state of things, certainly not the existence of big farms, that 
degraded the English hind and his wife and children. This 
should stand as a perpetual warning against legislative proposals 
that might permit or encourage an excessive population in the 
rural districts, such as formerly existed in many places in 
England, and still exists in the congested districts of Ireland and 
the north-west of the Scottish Highlands. 

Will the land carry a much larger population than that now 
engaged in the business of agriculture with a fair amount of 
success in spite of uncertain weather and low prices? It is 
No, 70.— VOL. XVIII. s 
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suggested that the whole production of cereals, or as large a part 
of it as possible, should be turned over from the present landlords 
and tenants to a new population of small-holders, and that this 
would largely decrease the rural depopulation. Notwithstanding 
the very large number of small-holders in the country, and the 
considerable increase in their number that has been recently 
secured by voluntary arrangements in certain favourable districts, 
it may be possible by prudent measures still further to encourage 
their multiplication in the neighbourhood of towns. But the 
main production of cereals canuot possibly be undertaken by 
small-holders. It seems probable that the present system of 
mixed farms is the best in the interest of the State and of the 
agriculturists themselves ; it is certain that a conversion of the 
landlord and tenant system into one of small-holders would not 
be followed by any large increase of rural population, and there 
is reason to suppose that an injudicious scheme for forcing small 
holdings would result in serious injury to the national agri- 
culture. 

From tlie returns obtained last summer it ajjpears that in 
Hcohand in 1906, out of a total ot 79,(j27 holdings, 18,553 were 
above one acre and not over live ; 34,645 were above five and 
not over fifty acres ; 23,123 were above fifty and not over 300 
acres; and only 2,706 were above 300 acres. Thus the small 
holdings below fifty acres constituted 67 per cent, of the total 
holdings, and those between fifty and 300 29 per cent., leaving 
only 3*5 per cent, for the large farms. Possibly these propor- 
tions are not ideally perfect, but they strike one as present- 
ing a wliolesome variety in the character of the holdings, 
and as j>resenting opportunities for the rise of the successful 
(‘rofter. No one would condemn the national agriculture to a 
single type of farm. There are in Scotland a large number of 
those valuable and interesting farms wTiich are managed by tlio 
labour (no doubt severe and exacting) of a single* family. But what 
has all this to do with rural depopulation? Mr. Muuro Ferguson, 
M.P., a landlord of exceptional exi)erience in Ijowland Fife and in 
HighlaJid Koss-shire, has declared : Small farms do not add to 
the numbers on the soil, for a big farm maintains as full a com- 
plenient as the land can carry under high farming, and by 
displacing them you cannot multiply the numbers maintained 
by the same land.*’ The truth of this declaration is supported 
by the fact that a considerable section of the Scottish ploughmen, 
with their steady wage, cottage, and gains,” view the small 
holdings movement with disfavour, since, if completely successful, 
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it would put an end to the trade of a hired ploughman. If the 
change to small holdings did not accommodate a larger popula- 
tion, there is reason to believe that, except where co-operation 
was established, the production of the soil would be diminished. 
If machinery were dispensed with, no doubt a larger population 
would be required to produce the same amount of corn, thus 
adding to its cost. 

During the last sixteen years there has been a slow but 
steady growth in the number of small holdings in Scotland, and 
a diminution equally steady in the rural population. This is 
especially marked in the crofting counties, and it is noticeable 
that the Crofters’ Act of 1886, and the administration of the Con- 
gested Districts Board subsequently created, have had no effect 
in stemming the tide of emigration. The figures are remark- 
able : — 

Population op Cbopting Paeishes. 

1871-1881. Loss of population, 3,400. 

1881-1891. „ „ 0,300. 

1891-1906. „ „ 6,400. 

Thus the creation of small holdings, even when stimulated 
by two public boards, commanding a considerable amount of 
public money, cannot overtake the process of rural depopula- 
tion. The crofters had their security of tenure and their chance 
of financial assistance, and yet in a period of twenty years, when 
there was no potato disease, no cattle disease, no corn blight, 
they have given up their crofts and gone to Canada faster 
than ever. The depopulation in the crofting parishes has been 
greater since the Crofters’ Act of 1886 than before it. And this 
leads to the observation that, whatever might have been the 
merits or possibilities of any legislative scheme, dealing with the 
land question as a purely domestic question, on the assumption 
that the people cannot go elsewhere, the situation is wholly 
changed, when the State has colonies with enormous tracts of 
virgin fertile soil which can be obtained on easy terms both as 
regards price and access. It would be idle for Westminster to 
enter upon a competition with Winnipeg, and in the impossible 
event of that competition being successful, is it clear that it 
would be for the advantage of the Empire, as a whole, to en- 
courage the somewhat doubtful experiment of adding to the 
agricultural population at home, while discouraging the settle- 
ment of these great territories which are waiting for the en- 
ploitation of their natural advantages? Why should the British 
people not move from the worse to the better lands of the 
* S 2 
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Empire, and assist in making Canada the granary of the Empire? 
Many of the crofters seem to think that *‘the star of Empire 
glitters in the West.” Are they economically wrong? 

The Crofters’ Act, 1886, has been appealed to in support of 
the proposals lately submitted to Parliament for the increase of 
small holdings in Scotland. It has been shown that that Act 
did not prevent an increase of emigration, and, if so, probably 
the whole raison d'etre of this class of legislation disappears. 
Apart from rural depopulation, no one would urge the statutory 
increase of small holdings as a mere improvement in agriculture 
likely to add to the national wealth. No doubt the Crofters’ Act, 
by giving security of tenure, improved the position of a number 
of crofters who were able, by their character and savings, to 
take advantage of it. The others, of course, did not benefit. 
But the observation of most impartial people will support the 
conclusion of the Charles Douglas Commission, viz., that the 
Act has not made any general improvement in the standard 
or results of Plighland agriculture, which remains far beneatli 
thc^e of the Lowlands. The majority of the crofts are not self- 
supporting; the men are fishers, or have other occupations, or 
draw upon the wages of children who have left ; and in a great 
many cases the crofts sink back into cultivation by the women 
of the family. 

The truth about the Crofters’ Act calls for great caution in 
examining the grounds on which new legislation of a much 
more extensive character is proposed. No less eminont and 
well-informed a politician than the late Prime Minister, Sir 
Henry Campbell-Bannerman, M.P., in speaking on the Scottish 
Small Holders’ Bill, said that he would put the whole case for 
that Bill on the experience of Aberdeenshire, Flint, and Anglesea. 
Aberdeenshire has certainly an exceptionally large proportion of 
small holdings between five and fifty acres, and also a very large 
number up to 300. In general, these go well, because the Aber- 
donian is a hard-headed and extremely industrious man. But 
during the last thirty years the rural population of Aberdeenshire 
has sunk by 13,000. The reference by Sir Henry to the cases 
of Flint and Anglesea is a striking illustration of the danger of 
dealing with statistics not collated with facts. The argument 
was that these two counties, having a high proportion of small 
holdings, had also increased in population by 100 per cent. But, 
as was pointed out by Mr. D. A. Thomas, M.P., in two interest- 
ing letters in the Times, while in ISSHOOl there had been 
an increase in the number of farmers and graziers in these 
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counties, there had been a large decrease in rural population. 
What had been done was to confuse the registration with the 
political county, the populations of those different districts differ- 
ing by the 100 per cent, which had caught the eye of Sir Henry. 
Mr. Thomas also pointed out another strange inconsistency in 
the manner in which these large questions of land tenure are 
dealt with. Lord Carrington’s Eoyal Commission of 1893 re- 
ported that in the history and actual condition of its agri- 
culture, Wales resembled the Scottish Highlands, and, therefore, 
that there should be a Land Court and a statutory crofting 
tenure. The Napier Commission of 1884, on the other hand, 
while recommending the crofter tenure for the Scottish High- 
lands (or, at least, for seven counties in the Highlands), had 
by the plainest reasoning declared that it should not be applied 
to the Lowlands. But now, contrary to the recommendation 
of both Eoyal Commissions, Wales has been left under the same 
law as England, while it is proposed to establish crofter tenure 
in the Lowlands of Scotland. Since the Napier Commission 
there has been no inquiry into the subject of land tenu]?e in 
Scotland, and at no time has any public inquiry (such as was 
thought necessary for the Highlands and Wales) been instituted 
into the conditions of the much larger and more successful 
districts in Scotland which have hitherto remained outside the 
Crofter Acts. 

It may be suggested that no case exists for any general 
attack upon the present system of landlord and tenant, on which 
the country must depend for an indefinite period for the main 
part of the home supply of cereals. Now that changes in the 
law have secured the tenant’s right to equitable compensation 
for improvements, and have even conferred on him a vague new 
right to compensation for capricious eviction, it is not desirable 
that the present system should be discontinued. Under it, as 
Mr. Gladstone was fond of pointing out, the tenant borrows 
at easy rates the greater part of his necessary cajutal in the form 
of land and landlord’s improvements, and is thus enabled to 
devote more of his own capital to the i>urchase of seed, stock, and 
manures. Again, the agricultural labourer, with his Trades 
Union, his free education, his inalienable', right to compensation 
for accident, his Parliamentary and parish council franchise, is 
in no danger of sinking back into the apathy and degradation of 
former times. The danger of any hostile movement against the 
present free trade in land is shown by the fact that, to a very 
large extent, landlords’ improvements in Scotland were stopped 
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by the introduction of the recent Bill. Whatever opinion one 
may entertain of the landlord class, it is not reasonable to expect 
that they will continue to sink money in the soil if they have 
no voice in fixing the return they are to obtain for their ex- 
penditure, or if the distribution of the land with the necessary 
buildings were liable to be disturbed by the external authority 
of a Land Commission. Accordingly, against any problematic 
advantages in the way of increasing rural population must be 
set the certain loss and injury accruing to agriculture from this 
source. 

As regards small holdings generally (apart altogether from 
the disturbing element of crofter tenure, which has no connec- 
tion with it), in 1892 some powers were given to the County 
Councils of Groat Britain, but these have been little used, prob- 
ably because the Councils were afraid of loss falling on the rates. 
During that period, however, a vast number of experiments have 
been made by voluntary action in many counties, such as 
Worcester, Devon, Stafford, Gloucester, Hants, Cheshire, Cam- 
bridge, Norfolk, Brecknock, Lincoln, Perth. Some of these ex- 
periments have failed : the late Lord Wantage (one of the 
noblest characters that ever lived in peace or war; he gained 
the V.C. in the Crimea, and was decorated with a blue ribbon 
for his philanthropy) lost about £40,000. But many of the ex- 
periments succeeded, and they did so because the proprietors 
interested followed the principles laid down in Miss Pratt’s book. 
How Landlords can create Small Holdings, written with admir- 
able sense and fine public spirit. Miss Pratt, who has visited 
almost every experiment of the kind, describes two kinds of 
small holding possible. On one the ordinary rotation of crops 
is followed, supported by the possession of some stock and an 
outrun on common pasture. In this case the small-holder 
generally follows some other occupation. As Sir Kobert Wilson 
has pointed out, while the enclosure of the old common arable 
fields was an unqualified benefit to national agriculture, some of 
the later enclosures of common pasture may have been of more 
doubtful propriety. Certainly, had more of these common 
pastures survived, it would have been easier in certain parts of 
the country to start some small holdings. But the second type 
of small holding is much more important, the market garden 
type, where intensive cultivation is followed, preferably near 
a town, or at least within easy access to market, where crops 
and vegetables, fruit and flowers, are produced, as well as poultry, 
eggs, and honey. Apart from this, there is a great field for 
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co-operation among the smaller dairy farmers on the lines pursued 
by Sir Horace Plunkett in his co-operative creameries in Ireland. 
As regards all these, Miss Jebb mentions three points which 
must be considered 

1. The actual local demand for small holdings. 

2. The type of holding required in the particular district. 

3. The facilities on the particular estate for meeting the 
demand on the lines required. 

Miss Jebb properly ridicules the false economy of putting 
up expensive structures to last for all eternity, when a wooden 
shed with a brick foundation and a galvanised roof is all that is 
required. This is very important, because the expense of build- 
ings has been the main obstacle to many experiments. She also 
points out that where a local authority or an association becomes 
the immediate tenant, the landlord can have no diflSiculty or 
expense in collecting rent. The importance of local conditions, 
to which Miss Pratt calls attemtion, is well illustrated by the 
most striking example of successful experiment yet reco/^ded. 
That is the case of Wrexham Hall, West Norfolk, where Mr. 
Keeble has converted 12,700 acres of derelict land into a thriving 
colony of holdings of 20 acres, 42 acres, and 250 acres, each 
supplied with its appropriate size of building, and each com- 
municating with a private railway six miles long from the 
Dereharn Abbey Station on the Great Eastern, from which they 
run special trucks into the London market. The striking fact 
is that the soil can be cheaply manured with lime or chalk at 
10^. per ton, instead of basic slag at two guineas a ton, or sulphate 
of ammonia at £12 per ton. It is of interest that Mr. Keeble 
condemns the compulsory clauses of the Small Holdings Act. 
‘‘ You cannot take the land to the likely tenant, but the likely 
tenant will always come to the land.*’ This may not have been 
an altogether i^rofitable speculation for Mr. Keeble, and not 
many landlords, or even local authorities, are likely to build 
rfeiilways for this purpose. But it shows what can be done 
without an Act of Parliament, and it suggests that if you must 
invoke some official aid, the local knowledge of a local authority 
is likely to be of greater assistance than that of any central 
board. The essential thing is to get the right land and the right 
people in the right place. 

This whole subject was inquired into by Lord Onslow’s De- 
partmental Committee, which reported on December 10th, 1906, 
and the evidence then taken shows that there is a considerable 
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demand, not completely satisfied, not only for small labourers’ 
allotments or garden-patches, but also for the two types of small 
holding above mentioned ; that there is a good deal of land in 
the market ; that in a really suitable case the small holder could 
pay a remt in excess of the rent paid for the same land as part 
of a big farm : a rent that, at all events in the case of holdings 
from twenty to fifty acres (not in any smaller holding), would 
recoup the reasonable cost of buildings at a very moderate rate 
of interest : but that in all cases there is much need of discrimina- 
tion as regards the quality of the soil, the experience of the 
applicant, and the general environment. The rc^wt warns 
Government against provoking the hostility of landowners and 
large farmers by giving the authorities a power of compulsory 
hiring, as this would tend to destroy the sense of responsibility 
which should accompany ownership, and wnuld also raise disputes 
between landlords and tenants. In the view of the committee, 
the safest and most rapid development of small holdings would 
have been under a system of State loans to landlords who desire 
to construct the necessary buildings. This idea is not new, 
becaiW in 1846 the national interest in agriculture was held 
to justify a large system of advances to landlords for necessary 
drainage. The Government have preferred the system of giving 
certain fxjwers to the County Councils, which may be trusted to 
use their new powers with moderation and public spirit. It is 
perhaps surprising that there has not been a larger number of 
applications under the statute, but that must be because so many 
have recently been provided by voluntary agreement, notably 
on the estates of Lord Carrington himself. Lord Kosebery 
pointed out; last year that at one time small holdings were the 
universal rule in Scotland, but that to a considerable extent they 
had disappeared in obedience to economic law. It would be 
strange if in these enlightened days the old order should be 
artificially re-established by bounties and endowments. The 
County Councils have received power to charge loss on the rates, 
and there is undoubtedly some risk of creating a serious liability 
and incurring a heavy loss. 

In this way, by gradual processes, differing in character and 
extent, in different parts of the kingdom, and not by any 
sudden legislative cataclysm, abolishing landlordism or hostile to 
the large tenant farmers, we may see a fair number of indus- 
trious and thrifty men coming back to the land.” They would 
have probably come without any legislation, looking to the 
growth of public interest in the question. In certain localities 
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a larger variety of produce may be extracted from the soil, and 
the patriotic citizen may less frequently be subjected to the 
indignity of eating Danish butter or French eggs. The change 
will not make any sensible impression on the congestion of the 
cities, for the inhabitants of the slums are of all persons the 
least capable of undertaking the duties of a small-holder. But, at 
all events, the new class of small-holder will no doubt stand firm 
against the Socialistic propaganda- with which we are threatened. 

Will. C. Smith 



A PLEA POE REFOEM IN THE ASSESSMENT OF 

RAILWAYS. 


Introduction. — The increase in taxation on their property is 
a subject which the shareholders in practically every railway 
company have heard a great deal about at the half-yearly meetings 
for several years past. It may, nevertheless, safely be said that 
there are few items connected with railways, or their working, 
concerning which the ideas of the average shareholders are more 
shadowy and, as a rule, more erroneous. This is ptjrhaps not 
to bS^. wondered at, since the matter is one that is, in its details, 
full of complicated technicalities. 

The direction in which relief should be looked /or.— Let us 
put aside the claims of the railway companies to be, either 
partially or wholly, relieved from the payment of certain kinds 
of rates for which they are now liable. Excluding also the much- 
to-be-desired possibility that local authorities will economise 
largely in the near future in the matter of expenditure, and thus 
cause the poundage of the rates to fall , it is evident that it is to 
a lowering of their assessments that railway companies must 
look for relief. Two ideas, then, present themselves : firstly, 
whether the total assessments of each railway are, or have been, 
higher than the principles laid dowm in the Parochial Assess- 
ment Act and the Valuation (Metropolis) Act permit of ; and 
secondly, assuming that such is found to be the case, whether 
there is any way by which they can be reduced to the proper 
level, and the possibility of such over-assessment again taking 
place adequately provided against. 

General principles of railway assessment. — The general prin- 
ciples laid down in the Acts for ascertaining the “net annual 
value ” or “rateable value ” of any property have been definitely 
construed by the Courts many years ago to mean, in the case 
of a railway, that the gross receipts for one year shall be taken, 
and the working expenditure — including the rates that will have 
to be paid and the passenger duty— deducted therefrom. The 
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balance forms the net receipts. From this sum, a percentage 
— usually not less than 15 per cent. — on what is technically 
known as the tenant’s capital (i.c., the value of the company’s 
rolling stock, tools, materials, cash at bank, &c.), is subtracted. 
The difference is the gross estimated rental, or gross value, of 
the line and stations. The gross estimated rental of the stations 
— usually arrived at by assuming it to be a percentage of the 
gross receipts — is then taken from this amount. The sum then 
remaining is the gross estimated rental of the line. Then, de- 
ducting from this figure the sums annually necessary for the 
repair and renewal of permanent way, there remains the rateable 
value of the line itself, excluding the stations. 

How these principles have been violated , — Unfortunately for 
the proprietors the assessments of the railways of England and 
Wales have not, in practice, been wholly governed by the above 
principles. It is here necessary to explain that the Courts have 
also held that railways must be valued parochially, i.e., that the 
portion of a railway which traverses each parish must be treated 
as if it were an entire railway in itself, the gross receipts ir^the 
parish being taken as the starting point in making the assess- 
ment, and the procedure being nominally the same as if the line 
was valued as one undivided hereditament. It is, however, im- 
possible to follow the correct procedure strictly in practice. For 
instance, the working expenditure of an entire railway is a figure 
which can be definitely ascertained, whereas the working ex- 
penditure in a single parish is largely a matter of little better 
than guesswork. The most that can be said for it is that it is 
a rough estimation. The same, and even more, may safely be 
said of the way in which the value of the tenant’s capital is 
arrived at. The latter element was stated by a prominent rating 
counsel — when trying to defend the existing parochial system of 
assessment at a meeting {Trans,, Vol. XXXVII., page 363) of 
the Surveyors’ Institution — to be obtained by “a kind of rule 
of thumb.” Again, assessment has been piled on assessment 
for improvements at stations, which could not have been justified 
for a moment if the net annual value of the whole line had been 
taken into account as the maximum limit of total rateable value 
which should not be exceeded. If the net annual value of the 
whole — that is, the net receipts of the whole, less the proper 
deductions — does not warrant any increase in the assessment of 
the whole, then, if the practice which applies to other kinds of 
rateable property was followed, the increase of assessment put 
on the improved station would have to be taken off elsewhere* 
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When, in conjunction with the foregoing, it is remembered that 
the Act gives no power to make all the parishes traversed by 
a railway co-operate in making the assessments in any parish 
or parishes, it is perfectly clear that there is no guarantee what- 
ever, nor even a reasonable probability, that the sum of the 
assessments in all the parishes will be equal, and only equal, to 
the figure at which the total assessment would stand if the line 
had been valued as one undivided whole in the first instance. 
In dealing with other classes of rateable property, the assess- 
ment of the entire hereditament is first calculated as if it were 
all situated within one pariah or rating area, and this sum is 
afterwards allocated among the various areas. This applies not 
only to houses of all kinds, but also to gasworks, w^aterworks, 
tramways, &c., which are situated in more than one parish. 

No protection against over-assessment. protection, in- 
tended by the Legislature to exist, and which does exist in the 
case of all other ratepayers, has, however, been hitherto denied 
to the owners of railways. At this pc)int somebody may fairly 
ask ^ow it came about that the same safeguard against over- 
assessment (i.e.y the same maximum hmit of rateable value) 
does not apply to the railway companies. To this Lord Campbell 
supplied the cine in giving judgment in a rating appeal in 1851. 
He said : “ The rule laid down by the Parochial Assessment 
Act (i.e.y assessing each parish as a separate entity) is easily 
applicable to all the property which the Legislature had in 
contemplation in laying it down. But it is wholly inapplicable 
to the case of a railway extending many miles through many 
parishes, &c.” 

The imjx)rtant condition we have laid stress upon cannot 
be gainsaid, for it is really a truism to say that the sum of the 
assessments of •a railway in all the parishes traversed should 
always necessarily be exactly equal to the justifiable total assess- 
ment or net annual value of the whole line. The Courts, indeed, 
have recognised the axiom. Lord Campbell referred to it in 
Reg. V. Great Western Railway Co. in 1846, and Mr. Justice 
Wightman alluded to it in Reg. v. West Middlesex W aterworks 
in 1859. But difficulties arise. Assuming that a case was found 
in which the actual total assessment of a railway was clearly 
too high, it would then follow as a matter of course that the 
assessment of some parish or parishes must be too great. What 
is required, however, is proof that the rateable value of the line 
in a particular parish is not the true net annual value of the 
line in that parish — a very different thing. Consequently, it 
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is doubtful whether the railway companies could obtain the neces- 
sary guarantee against over-assessment without some alteration 
in the law, in spite of the truism we have mentioned. 

The vital defect in the parochial system of assessment . — Now 
the companies are entitled, in common fairness, to claim that 
the only possible guarantee against over-assessment should apply 
to their property, as well as to that of all other classes of rate- 
payers. Nevertheless, the parochial system of assessment, under 
which every railway in England and Wales is valued at present 
for local taxation purposes, still prevails. The vital defect in it 
is, of course, the lack of guarantee against over-assessment already 
discussed ; yet this fatal drawback has never been put forward by 
the companies — for reasons which we shall enter into later — 
as an argument to show that it should either be amended or 
abolished. 

What the railway companies have left undone . — It is patent 
that over- or under-assessment cannot be detected in any other 
way than by a comparison of the actual total rateable value 
with the total net annual value — i.c., the figure at whicl> the 
total assessment would stand, were the whole line valued as 
one undivided entity. IMevertheh^ss, the rating surveyor of the 
Great Western, when giving his evidence as one of the repre- 
sentatives of the companies before the Eoyal Commission on 
Local Taxation (Vol. L, Min. of Evid.^ qq.11,557, 11,558), stated 
that ‘ ‘ he did not know what the actual total assessment of his 
line^ was, as he had never taken out such a figure, since he 
never had occasion to use it.” The Chairman of the Commission 
was fairly taken aback by this damaging admission, and showed 
his surprise in an unmistakable manner. Now what was true 
of the Great Western a few years ago may be safely assumed 
to have been true of all the other companies at that time. As 
regards thcj total net annual value, it may be said with absolute 
certainty that none of the companies have ever made it a practice 
to take out the amount at which the total rateable value might 
fairly be expected to stand, were each line valued as an undivided 
whole. At present some of the companies know the actual total 
rateable value of their systems, but none know their total net 
annual value ^ and compare it with the former. Can anyone deny 
that this is an astounding state of affairs? Further — and it is 
highly significant— at no time since the Eoyal Commission on 
Local Taxation strongly advised the abolition of the parochial 
system of assessnaent, have the companies pressed for legislation 
in the direction that Commission recommended. 
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What has happened under the parochial system of assessment. 
— As an example of what has occurred under the grossly in- 
equitable method now followed, we need only say that the net 
receipts of all the English and Welsh railways— the word “ rail- 
way ” being used to apply only to that portion of a railway 
system which is described as “railway’* in the Valuation Lists 
—namely, the line, stations, and depot ground — were rather less, 
and at all events not greater (so far as can be ascertained from 
the meagre data available), in 1903 than in 1898. Now the 
value of the companies’ rolling stock, &c., admittedly rose by 
at least ten millions sterling, spent out of capital, during those 
five years. This would, cceteris paribus, justify a reduction of, 
say, one and a half millions sterling in the total assessment 
between 1899 and 1904, yet the actual total assessment of all 
these railways was over one and three-quarter millions sterling 
higher in 1904 than in 1899. The Parliamentary Eeturn of 1905 
gives the precise increase as having bc^en £l,8f)5,485. Again, 
about 1,800 miles of newr permanent w^ay weie laid in those five 
yea 5 ^ so that larger allowances should have been made for main- 
tenance as well as in respect of the tenant’s capital. Hence 
there is irrefutable evidence to show that if the railways were, as a 
whole, correctly assessed in 1899 at £*15,598,001— the figure given 
in the Parliamentary Eeturn of 1900— they w^ere greatly over- 
assessed in 1904, when their total rateable value w^as £17,455,863. 
We have said “irrefutable” advisedly. The hugeness of the 
increase in the value of the companies’ rolling stock, &c.,. and 
the consequent great addition to be made to the deduction in 
respect of it, would far outweigh whatever error may exist in 
the only figures at our command (the Eailway Eeturns) repre- 
senting the net receipts of the railways proper in 1898 and 1903 
respectively. There is, therefore, no doubt that the railways 
were, as a whole, relatively over-assessed in 1904. Were they 
also absolutely over-assessed? In other words, was the total 
rateable value of the railways in 1899 up to the proper standard 
— namely, the net annual value of the whole? The total rate- 
able value in 1899 represented nearly 50 per cent, of the net 
receipts of the rateable hereditament, and, therefore, we do 
not think it can be denied that the total assessment was then 
almost, if not quite, as high as it ought to have been. We 
shall, however, return to this point later on. 

On whose shoulders the responsibility rests, — We have shown 
that the companies arc not, and never have been, in a position 
to say whether they are under, over, or fairly assessed. In this 



1908] A PLEA FOR REFORM IN THE ASSESSMENT OF RAILWAYS 259 

respect the railway companies have failed in their duty to their 
proprietors, and, as the matter is such a purely technical one, 
the responsibility for this failure must be held to rest not on 
the directors, but on the officers directly concerned — namely, the 
companies* rating surveyors. 

The companies’ ignorance as to whether they were over- 
assessed or not, and lack of means of proving such when it 
occurred, is doubtless one reason why, with all their influence, 
they have never appealed to Parliament’s sense of fair play to 
grant them the protection against over-assessment enjoyed by 
other ratepayers. 

Misleading notions about the position. — Again, the facts being 
as they are, it is calculated to mislead the shareholders as to the 
real position of affairs for a chairman of a railway company to 
tell them how much the company’s rating department had been 
able to reduce the assessment within a given period, with a 
view to showing how well rating matters are looked after, and 
what credit is due to the company’s officials. It is indisputable 
that the only information which would give the shareholders 
a correct idea of the assessment position at two given dates 
would be a comparison of the res£>ective actual total rateable 
values with fair estimates of the total net annual values. This, 
however, no chairman has ever been in a position to give, nor 
been told by his surveyor that he ought to give. 

The following is an extract from the speech (as reported in 
The Railway News) of the chairman of the Lancashire and York- 
shire in August, 190G : “ Within the j^ast four years, 

although the payments for rates and taxes have increased by 
,i'65,000 per annum, there has been a reduction in the company’s 
total assessment of about ^925 ,000.” In the previous February 
he is reported as stating that ” to assure the shareholders that 
this intricate subject [assessment] is one which the directors 
are closely looking after, I may mention that our legal and 
rating staffs carried out twenty-six negotiations last year, and 
there are now twenty -seven pending.” At this time, too, the 
chairman of the Taff Vale is reported (vide Railway News) as 
having made a somewhat similar statement to that given at the 
Lancashire and Yorkshire meeting in August. 

The above remarks have been quoted because it is necessary 
to get rid of certain unpractical ideas which, however much they 
may appeal to the sentiments of shareholders, convey a wholly 
misleading view of the situation. For all that any of them 
could tell from the information vouchsafed, the reduction of 



260 


THE ECONOMIC JOURNAL 


[JUNE 


£26,000 ought to have been £100,000. They were given no 
means of judging what the total assessment ought to have })een 
at each period, from which alone they could deduce a rational 
idea of the position. As the chairmen of the respective com- 
panies w^ere not rating experts, they must be held blameless for 
not realising the true inwardness of their remarks, as regards the 
unsatisfactoriness of their nature, but such ought to have been 
plain to their rating surveyors who presumably inspired those 
remarks, and to whom the chairmen would naturally look for 
guidance. It is to be hoped that, in future, the chairmen will 
refrain from putting forward such misleading notions, and tell 
their shareholders what steps they have taken, or are about to 
take, towards obtaining the only real protection against over- 
assessment. 

The Midland Railway Co. v. Borough of Havtpstead, and 
other causes . — When the huge reductions which have been granted 
to the railway companies in appeal cases during the last two 
years are looked at, it is possible that the total assessment of 
alkthe companies w'as as great as, or greater, then than it is now. 
The TafF Vale case, the Middleton case, th(' Edmonton case, 
the Ampthill case, the Penrith case, and the Hampstead case 
all resulted in great changes in the downward direction. In the 
last-mentioned, the rateable value of the railway was increased 
from £9,762 to £14,000 in 1905. At the arbitration before the 
Right Hon. Alfred Lyttelton, K.C., the company asked for a 
reduction from £14,000 to £4,337, and were content to com- 
promise for an assessment of £5,750. Now what arc the infer- 
ences to be drawn from this? The railway company is perhaps 
pleased at the result ; but their gratification is probably somewhat 
tempered by the fact that, although nominally successful as 
regards costs, they will in reality, as large ratepayers, have to 
pay a share of both their own and their opponents’ costs. Herein 
lies one of the advantages of assessment by a Government assessor. 
There is, however, another aspect of the matter. The company’s 
assessment previous to 1905 was £9,762, but, when appealing, 
they put forward £4,337 as a fair figure. Surely the value of 
their line cannot have fallen 55 per cent, within five years or so. 
The inference is that the old assessment of £9,762 was far too 
high. This tends to corroborate our opinion that the assess- 
ments were, as a whole, quite unjustifiable in 1904. It also lends 
additional weight to our assertion, if any were needed, that the 
only fair way in which to assess a railway is to value it as a whole 
in the first instance, and divide the assessment afterwards. In 
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fact, this case is an object lesson as to the scope for over-assess- 
ment provided by the existing method, and illustrates the need 
of the data now asked for. The total amount of their assessment 
is really all that concerns a railway company, and, therefore, their 
real desideratum is the protection given by the maximum limit 
of the net annual value of the whole. Everything else must needs 
from their jx)int of view be of relatively trifling importance. 
The rateable value of the railways in so many rating areas having 
been too high in 1904, it is likely that those of others were 
also excessive. Consequently, in these days when local rating 
authorities are not lax, it is highly probable that over-assessment 
was very common in 1904. But a company, unless they had the 
data before-mentioned, could not know for certain whether it 
existed in their own case. They might have said they knew, 
but they could havc^ given no really definite proof. It is not 
necessary to dwell upon the cumbrousness and costliness of the 
parochial method of assessment. Judges have characterised it 
as “ terrible and “ absurd.” In one case, a judgment was held 
over for two years in the hope that Parliament would intervcxie. 
Its costliness is only too well known. One appeal alone cost the 
company concerned and the rating authority, together, over 
.£35,000, The l^onrith and Hampstead cases exc'inplify its un- 
certainty. As the company’s }X)sition was admitted by the op- 
posing counsel to be so strong in the latter case, they would 
scarcely have consented to a sum more than £1,370 higher than 
the one they put forward (a difference of 30 per cent.), if they 
thought they could have reckoned with any certainty on getting 
their own figure sustained. Again, the extent of the difference 
between £14,000 and £4,337 — both of which figures were arrived 
at by professional valuers — would apparently justify us in calling 
the present method of obtaining the rateable value “ wors€i than 
guesswork.” The Hampstead cas(^ has been instanced because 
it is a striking one ; but what has been said would apply to others, 
and notably to the Cardiff case, wdiere the original assessment 
was £119,000. This was raised to £143,000, and reduced at the 
arbitration to about £103,000. In the Edmonton case the new 
assessment is £8,000 less than the old one, wdiich the Assess- 
ment Committee tried to increase by £10,000. In the Ampthill 
Union, the London and North-Western recently succeeded in 
their appeal to Quarter Sessions, and the rateable value of their 
line was cut down by about 70 per cent. Can any unbiassed 
person call the present system of assessment anything better 
than guesswork w^hen these facts are remembered? Further 
No. 70. — VOL. XVIII. T 
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examples are not wanting. In 1906 the Midland’s assessment in 
Poplar was reduced by 50 per cent, on appeal, and more recently 
in Edgware by nearly 30 per cent. Is further proof (of a primA 
facie nature) wanted to show that absolute over-assessment has 
occurred, and that the present system is indefensible? 

Railway assessments in Scotland. — All the Scottish railways 
arc assessed every year by the Assessor of Kail ways and Canals, 
each railway being assessed as a whole in the first instance, and the 
result allocated afterwards. The gross estimated rental, or gross 
value, only, is taken out by the Assessor, as he is not bound to 
take out the net or rateable value because almost all the rates 
are levied on the gross value. Let us now compare the results 
of the two systems of assessment, i.c., the “ parochial” and the 
** cumulo.” The gross estimated rental of the English and Welsh 
railways rose from £17,708,567 in 1894 to £23,384,160 in 1904, 
or nearly 32 per cent., whereas the gross estimated rental of the 
Scottish lines only increased from £1,808,233 in 1894 to 
£2,022,583 in 1904, or less than 12 per cent. It should, of course, 
k:^ noted that the length of line open for traffic in Scotland showed 
an increase of llj per cent, dining the period, the increase for 
England and Wales being under 8 per cent. The increase in 
gross receipts was for England and Wales about 32 ^x^r cent., and 
for Scotland about 37 per cent. The net receipts for England 
and Wales rose about 13 per cent., and for Scotland about 31 per 
cent. The figures just quoted as to gross and net receipts have 
been taken from the Railway K(;turus, and they are, accordingly, 
not quite accurate, for, as we have said, well-kiiown reasons, as 
data by which to compare assessments. But the possible error in 
them is far too small to affect the fact that the increase in the 
gross estimated rental of the Scottish lines was proportionately 
much less than that of the English and Welsh systems, although 
the increase in the net receipts (approximate) of the latter was so 
much larger than in the case of the former. 

It is now necessary for us to explain how it comes that the 
railway companies have never asked for the protection against 
over-assessment, which is enjoyed by other ratepayers, to be 
extended to them. 

Why the companies have never asked for protection. — The 
companies’ surveyors can, however, put forward some arguments 
in extenuation of their conduct. In the first place, there is no 
doubt that, owing to the laxity of the local authorities in 
many places, it was not until the last few years that over-assess- 
ment of any railway, as a whole, probably occurred. But on 
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account of the very nature of the way in which the Act has 
always been interpreted by the Courts as regards treating each 
parish as a separate entity — and the consequent liability to over- 
assessment at any time — this is not a valid excuse for the com- 
panies’ experts not having always compiled the necessary data, 
as the first step towards securing the only guarantee against over- 
assessment. It might have been considered a mitigating circum- 
stance long ago, but not recently. Secondly, although there is 
no reason to suppose that the companies’ surveyors have not been , 
during the past fifty years, as honourable a body of gentlemen 
as could be found, still, human nature being what it is, perhaps 
it is only to be expected that they should not only never have 
attempted of their own free will to disturb the status quo in the 
direction of this guarantee, but have done their utmost to prevent 
such disturbance. Any advocacy on their part of the claims of 
the net annual value of an entire railway to be taken into con- 
sideration in fixing the rateable value in a single parish was 
calculated to tend towards the adoption of the method employed 
in assessing all other kinds of rateable property. This method 
is generally known as the “ cumulo ” method. It consists in 
valuing a hereditament first as a whole, and afterwards, if it is 
situated in more than one rating area, allocating the sum so 
arrived at amongst them. Especially would it tend towards such 
adoption since the appearance of the K('fX)rt of the Eoyal Com- 
mission on Local Taxation, for that body, after hearing exhaus- 
tive evidence, recommended the appointment of a Government 
Assessor who would value all the railways by the ‘'cumulo” 
method. The Scottish and Irish railways have all been assessed 
in this way for years by Government Departments, and the Eoyal 
Commission gave it as their opinion ‘ ‘ that the Scottish and Irish 
systems involved fewer anomalies and possessed many advan- 
tages not enjoyed by the English system.” None of the Scottish 
or Irish companies employ the services of a rating surveyor, and 
the inference is that the English and Welsh companies would 
not require any either, were a Government Assessor appointed. 
As the late rating surveyor of the Midland Eailway — and their 
official mouthpiece as chairman of the Eailway Eating Surveyors’ 
Association — put it, when speaking at a meeting of the Surveyors’ 
Institution (Trans., Vol. XXXV., p. 413) in 1903 : “ Personally, 
and as greatly interested in the matter, I should be sorry to see 
a central authority established, for I fear that its establishment 
would mean, so far as I am concerned, enforced idleness.” The 
Scottish and Irish lines are, of course, small compared with 
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some of the English systems, and it does not necessarily follow 
that rating surveyors would not be employed at all. Yet the 
drift of the above quotation is plain. Granting, however, that 
the companies’ surveyors were willing to risk endangering their 
{K)sitions in the interests of the shareholders, it might be con- 
tended“~but not, we think, wisely contended — that they did not 
know what to recommend as a substitute for the present system. 
The obvious answer to the above contention is : ‘‘ Any alteration 
which would ensure the total rateable value not exceeding the 
total net annual value, whether such consummation be obtained 
by the adoption of the “ cumulo ’ method in globo, Lc,, the ap- 
jx)intment of a Government Assessor, or by the introduction of 
such modifications into the present system as would lead to the 
attainment of the above result.” 

Evidence given by the companies' surveyors , — Now when sup- 
porting the present system in their evidence befoie the Eoyal 
Commission, the companies’ rating surveyors put forward only 
one objection — but claimed it as a fatal one — against the 
^'Nsumulo ” method of assessment— namely, the ('normous diffi- 
culty, if not impossibility, of dividing up the total rateable value 
among the various rating areas strictly according to the net annual 
value of the line in each. Theoretically, of course, this should 
be done in order that each area should get its fair share of the 
totaL It is, however, as we have seen, only a detail — of prac- 
tically no importance to the comiranios, although of considerable 
importance to local rating authorities — involved in the applica- 
tion of the “cumulo” method. No disparagement of any par- 
ticular method of allocation of the total rateable value affects the 
soundness of the “cumulo” principle one iota. The essential 
feature of the latter, and the one which overwhelms all others 
from the railway companies’ point of view, lies in the fact that 
it, and it alone, ensures absolute coincidence between the actual 
total rateable value of a railway and the total net annual value 
of the same. Hence the only objection the companies’ rating 
surveyors could find against the “cumulo” principle of assess- 
ment was the question as to the w^ay in which a certain detail — 
the treatment of wffiich mattered but to a microscopic extent 
to their employers — should be dealt with. At the same time, by 
throwing the whole weight of their evidence into the scale against 
the adoption of the “ cumulo ” principle of assessment, they acted 
in a way calculated to prevent their employers obtaining what 
was of vital importance to them — namely, a guarantee against the 
over-assessment of each railway. It is not surprising that the 
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Eoyal Commission gave no heed to their evidence; in fact, their 
recommendations were diametrically opposed to it. As regards 
the attitude adopted by other interests towards the ‘‘ciimulo’* 
method, there is no doubt whatever that the creation of a 
central rating authority would hit the large army of rating sur- 
veyors and lawyers at present employed by the Assessment Com- 
mittees in appeal cases extremely hard. Consequently, powerful 
so-called vested interests must be overcome before the needful.^ 
reforms in railway assessment matters can be brought about. 

Why the companies' rating surveyors have not compiled the 
essential data, — Since the reports and accounts of all the railway 
companies are not available, the Eailway Eeturns of the Board of 
Trade afford the only data from which an estimate can be made of 
the amount at which the total rateable value of all the railways 
ought to have stood at any given period, were each railway valued 
as one undivided entity. It is not difficult to frame by their aid 
good primd facie proof that absolute over-assessment must have 
occurred in 1904. But perfectly definite and accurate proq|'^ 
cannot bo obtained from these Eeturns. livery rating surveyor, 
and, indeed, every rating surveyor’s clerk, knows that many of 
the figures given in them are, for various reasons, necessarily 
different from those on which a calculation of the total net annual 
value of an entires railway should be based. Nevertheless, they 
are the best that can now be had. Accordingly, anyone making 
such an estimate must necessarily use them. No responsible 
defender of the present system of assessment would dream of 
arguing that the railways were not over-assessed, say, in 1904, 
because calculations based on these Eeturns did not afford abso- 
lute proof that they were. He would see that such an argument 
would recoil on his own head, and for the following reason : 
The mere fact that the results disclosed by these Eeturns — 
although the latter admittedly constitute the best data now avail- 
able — afford only primd facie, and not definite proof, is one of 
the strongest reasons why the railway companies should compfle 
the reliable data we have asked for. These would alone settle 
the question. The compilation of the accurate data is, however, 
precisely what the upholders of the present system are anxious 
to prevent if they possibly can. The companies’ rating surveyors, 
who alone could compile them, have not done so, and will not 
do so except under pressure. Hence no prudent or responsible 
defender of the existing system would be so foolish as to say 
a thing which would help to make the need for these accurate 
figures clearer. They are doubtless aware that the compilation 
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aud comparison of the figures here demanded would in all prob- 
ability soon be followed by the death-knell of the present system. 
Herein lies probably the real reason why the companies’ surveyors 
have not hitherto compiled these data. 

Briefly, then, there are two alternative courses open to the 
railway companies if they wish to secure the only real and satis- 
factory guarantee against over-assessment of their property. 

The two alternative remedies : — 

(1) To press for legislation on the lines recommended by the 
Royal Commission on Local Taxation, viz., the appointment of 
a central authority which would value every railway on the 
“ cumulo ” principle. 

(2) To press for such an amendment of the Assessment Acts 
as would ensure the amount of the total net annual value having 
to be first settled, either by agreement or in the Courts, even in 
cases where the assessment in only a single parish was under 
consideration. The above amount, thus determined, to be divided 
^^ 4 jiong the various parishes or rating areas. As regards existing 
assessments, wherever the actual total rateable value, or assess- 
ment, was found to differ from the total net annual value, some 
alteration in the law would probably also bcf- required to enable 
the difference to be distributed without disturbing the balance 
of assessments between different rating areas. This could be done 
by a percentage reduction or addition, as the case might be. For 
instance, suppose that the actual total rateable value of a line 
was found to exceed the total net annual value by 10 per cent. 
Then the measure of justice now existing between one parish and 
another would, of course, be unaffected by reducing the rateable 
value in each parish by 10 per cent. 

The latter alternative must naturally only be taken as the 
bare bones of a suggestion wdiich needs to be clothed with the 
flesh which the legal profession alone can supply. 

Their relative merits . — As to the relative merits of the two, 
there is no doubt that — looking at the evidence given before 
the Royal Commission — if the assessments were made by a 
central authority, (1) the number of, and expense involved in, 
appeals would be a great deal less than under the other alterna- 
tive; (2) the standard of railway assessments would be more 
uniform throughout the country. It must not be forgotten that, 
were the second alternative adopted, a company which had won 
an appeal would (as at present) generally have, as large rate- 
payers, to pay a goodly share of the total cost. In Scotland the 
expenses of assessment are paid by the companies in proportion 
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to their assessment, and the total cost has been stated by the 
late Assessor to be about one-fifth of a penny per pound of gross 
value, or, say, one-sixth of a penny per pound of rateable value. 
In other words, if a central authority for England and Wales 
were worked with equal economy, the total expense would only 
be, say, i!12,000 per annum. So much as to the cost of making 
the assessments. No figures are available as to the sums spent 
either by the Scottish or Irish companies on appeals ; but the 
evidence given to the Eoyal Commission shows that they are 
very trifling, and proportionately, infinitely less than the amounts 
expended in England and Wales. In short, the proposal that 
the recommendations of the Eoyal Commission should be carried 
out is, theoretically, the ideal one. The other alternative has 
only been tentatively put forward, because, in this age of com- 
promise, it would possess the following substantial advantages 
from the point of view of certain so-called vested interests. 

(1) Possible loss of situation to any of the companies’ rating 
surveyors would be thereby avoided. 

(2) It would not involve any radical change, so far as the 
fixing of the assessments by the local authorities, and the general 
practice of appeals, are concerned. 

(3) The number of, and cost of, appeals would probably not 
be diminished to so great an extent as under the first alternative. 
Hence this proposal w^ould not affect the lawyers and rating 
surveyors who act for the Assessment Committees nearly so much 
as the other, and consequently would not be so vigorously opposed 
by them. 

(4) Any knowm method of allocation of the total rateable value 
w^ould — assuming the creation of a central authority — be liable 
in many cases to alter seriously the assessment of a line in certain 
parishes, even in cases where the total assessment w^as but little, 
if at all, interfered with. Thus the balance of justice betw^een 
one parish and another would be liable to be disturbed. Such 
a disturbance would perhaps interfere to some extent with the 
finances of districts which have borrowed money largely on the 
security of the rates paid by the railway companies within their 
borders. 

The second alternative would, on the other hand, perhaps 
ensure the allocation approximating more closely to net earnings. 
This is possibly the only respect — inasmuch as the allocation would 
be unaffected — in which the second alternative is theoretically 
better than the first. Some doubt might possibly be thrown on 
the expression of opinion that, if the second course were adopted, 
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any large reduction would be brought about in the number and 
cost of appeals, &c. It is probable, however, that, in view of 
the fact that the net annual value of the whole line and stations 
would necessarily have to be considered before any increase on 
account of improvements at stations, &c., would have a chance 
of being sustained, the rating surveyors who act for the Assess- 
ment Committees would frequently find themselves in a diffi- 
culty. They would naturally be chary about advising that an 
appeal should be taken when the existing assessment of the 
whole line could be shown (as would often happen) to be up 
to the mark, to the total net annual value. To do so would, 
in the event of success, be likely to promote an agitation for 
valuation by a central authority — a consummation they naturally 
dread. On the other hand, if they recommended that no appeal 
should be taken, they would obtain comparatively little remunera- 
tion. Consequently, whatever the nature of their advice, they 
would stand to risk receiving less money. 

What method of allocation should a central authority use ? — 
'rhe method of allocation which ought to be adopted by a central 
authority, were such created, is open to question. In fact, a 
method which would give n^sults approximating closely to the 
respective net earnings, &c., in all cases, remains yet to be 
discovered. The perfect method wmild be accurate, and yet both 
inexpensive and therefore simple. Herein lies the difficulty. The 
system of allocation by linear mileage which is used in Scotland 
has very serious defects, and could not be thought of. Thf. Irish 
system consists in dividing a whole line into reasonably short 
sections of supposed equal earning powder, and then dividing the 
total among the sections, according to the train -mileage in each, 
with certain adjustments. The valuation per lineal perch is, 
of course, constant throughout a section, but varies from section 
to section. This system is, in the opinion of the Koyal Com- 
mission, a great deal better than the Scottish. A still further 
approximation to the net earnings, &c., would probably be ob- 
tained by varying the Irish system to the extent of employing 
vehicle-mileage instead of train mileage. The former is almost 
as easy to compile as the latter. Such a method would, of course, 
be far from perfect, but a better has not yet been found. 

Conclusion , — There is scarcely a shadow of doubt that the 
necessary protection would have been secured by the railways 
before this, had not the companies’ surveyors shown such bitter 
hostility to the “ cumulo ” principle of assessment in their evi- 
dence before the Royal Commission on Local Taxation, and on 
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several other occasions. Advocacy of the “cumulo ” method has 
been like preaching in the desert, but there are a few railway- 
men who understand the situation thoroughly. One of the ablest 
and most prominent railway officials in England (not a surveyor), 
whose knowledge of assessment matters is probably unsurpassed 
by any of the companies’ surveyors, delivered himself of the 
following in the Railway News of April 5th, 1902 M “ There are 
those amongst us who have been for many years like voices crying 
in the wilderness for the abolition of the parochial system of 
assessment, and great, therefore, was our disappointment and 
dismay when it was found that all the rating experts repnjscnting 
the English railway companies before the recent Koyal Com- 
mission on Local Taxation were in direct antagonism to this 
much-needed reform. Of what use is it, sir, for the chairmen 
of railway companies to cry out loudly against the over-assessment 
of the properties committed to their charge, if the principle of 
‘ cumulo ’ valuation (by the operation of which the railways as 
a whole, at any rate, would be fairly assessed) is assailed by th-- 
astute gentlemen who preside over their rating departments? it 
would not, I think, be difficiilt to show that it is to the system 
of assessing each railway as a whole, followed by an allocation 
of the assessment amongst the parishes through which it passes, 
that we must look for, first, a check in the growth of, and second, 
an absolute reduction of the rateable valuation of English rail- 
ways.” 

In the preceding pages we have explained wherein the ” astute- 
ness ” just quoted consists, and it now lies with the companies 
to do their part, so that railway shareholders may be permitted 
to enjoy that measure of nothing but ordinary justice which the 
Legislature undoubtedly intended to mete out to them, but which 
they, alone of all occupiers of rateable hereditaments, have not 
hitherto received. 

F. 0. Lyons 


^ Letter entitled “ Local Taxation : Shareholders’ Increasing Burdens.” 
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Land Reform : Occupying Ownership. By the Eight Hon. Jesse 
C oLLiNGS, M.P. (Longmans, Green and Co.) New and 
popular edition, 2s. 6d. 

That Mr. Jesse Collings, who so directly springs from the 
agricultural yeoman class, and who has always so consistently 
vjjdvocated their claims, is an authority well qualified to speak on 
this subject no one will deny. There is much in his book that 
is most instructive— indeed, fascinating— reading. Especially 
are the chapters dealing with the origin and growth of the English 
land system, the peasant revolts, the divorcement of the labourer 
from the soil, and the existing land hunger well worthy of perusal, 
not only because of th(iir historical accuracy, but because of the 
concise and cogent manner in which they are written. Mr. 
Collings has collated and stated with brevity the cause and nature 
of the evils underlying our present landed system, and it cannot 
be pleasant reading for the great landowning and governing classes 
in iTU-al England. 

It is, however, when Mr. Collings comes to state his remedy 
that many Land Law Eeformers will not bo able to follow him. 
He paints in much too lurid colours the present unsatisfactory 
condition of agriculture in order to make out his case, i.e., that 
occupying ownership is the one and only remedy. Indeed, he 
takes a too gloomy view of the position of agriculture generally 
in this country. In the preface to this new edition he says, 
“ Whilst every other industry is being developed to its highest 
point, that of agriculture is neglected and fast decaying,” and 
he goes on to speak of the conversion of arable land into pasture, 
and the decrease by nearly ninety thousand acres of land under 
cereals as a ‘‘terrible evil.” But is there any good evidence 
that agriculture is a decaying industry? On the contrary, the 
fanning class have in recent years much more adapted them- 
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selves to new conditions of cultivation, and farms of all sizes 
are now being eagerly competed for thi-oughout agricultural 
England. As for the turning of arable into grass land, the dairy 
farmers of Cheshire and Shropshire are wise to do so, because 
they can make it pay better, whilst over vast areas in the eastern 
counties agriculturists are finding that potatoes, fruit, vegetables, 
and flowers pay infinitely better than cereals. Mr. Collings is 
far too pessimistic about agriculture generally, and he really dis- 
proves his own propositions w^hen he shows (as, indeed, the 
thousands of applications under the Small Holdings Act show 
also) that the labouring class, who are shrewd and practical culti- 
vators of the soil, are themselves struggling to become farmers. 
Would there be this demand from the men who best know the 
][>ossibilitieR of the soil if agriculture wras a “ decaying industry ? 

Mr. Collings quite honestly believes and states that the 
‘ ‘ magic of ownership * ’ is the essential feature of any land reform , 
and that we must re-create the occupying owner. Finally, he 
says: “If the agricultural part of Mr. Chamberlain’s proj)osal‘ 
ii.e,, tariff reform) were added to my scheme, its success would 
be more speedy and assured — the two sets of proposals hang 
together, each the complement of the other.” The fact that 
Mr. Collings declares that his proposals for land reform are bound 
up w^jth tariff reform is disconcerting, to say the least of it. 
Fortunately, there are still living many witnesses in the agri- 
cultural districts of the hardships suffered by the labouring and 
farming classes in the days of protection, and Mr. Collings wull 
find it an impossible task to persuade them to run the risk of a 
recurrence of those times, even if it is to be sweetened by the 
possibility of peasant proprietorship! 

To substantiate his case for occupying ownership as against 
tenancies, he makes far too much of the small and limited experi- 
ence of the Worcestershire County Council at Catshill under the 
Small Holdings Act, 1892, and ignores the equally successful ex- 
p(iriinent of the Holland (Lincolnshire) County Council of letting 
land to occupiers at a fair rent with fixity of tenure under the 
self-same Act. He foretells that the Small Holdings Act of last 
Session wdll be “an expensive failure,” because it favours tenan- 
cies, and not occupying ownership. It docs not do to prophesy 
before you know ! Facts are stubborn things, and one fact stands 
out prominently, i.c., that of the thousands of applications which 
have been received during the last three months for land, to the 
extent of a quarter of a million acres, not five per cent, of the 
applicants have expressed a desire to become occupying owmers, 
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as they could do under the provisions of the 1892 Act, which still 
remain in force. Practically the whole of the applicants evidently 
prefer to become tenants of the local authority, and thus to retain 
all their limited capital to farm with. 

The common ground on which all Land Eeformers will, how- 
ever, agree with Mr. Collings is in the desire to improve the 
present lot of the agricultural labourer, and to root him once 
again in the soil, and, therefore, a popular edition of M!r. 
Collings 's book is very welcome. 

E. Winfrey 


English Local Government from the Revolution to the Municipal 
Corporations Act. By Sidney and Beatrice Webb. Vols. II. 
and III. The Manor and the Borough. (Longmans, 1908.) 

Those who have read The Parish and the County will expect 
*Jbo find, and will find, in the volumes which succeed it, the same 
qiiStlities of industry, enthusiasm, and vivid descriptive power. 
At the same time, from the nature of the subject-matter, it will 
be much harder in the new volumes than in the old for them to 
sum up what they have learnt in the form of a few general con- 
clusions. It is true that the collocation of Manor and Borough is 
no mere accident. Perhaps, indeed, the truest general statement 
that can be made about the English Borough is that it is a kind 
of Manor. As the authors say (p. 338), a town which became 
the seat of a Municipal Corporation did not thereby cease to be 
a manor.” In most of the two hundred boroughs which they 
decide to include within their definition of a municipal corpora- 
tion, an actual transition can be traced by almost imperceptible 
steps from the purely agricultural manor to the adaptation, more 
or less successful, of the manorial constitution to urban conditions. 
Since different towns and villages stopped at different stages in 
that development, the authors are able to show the whole process 
by a horizontal section, and the statement in the publisher’s 
advertisement of the book is justified, that “ The seignorial fran- 
chises and royal charters which exempted portions of the country 
from county jurisdiction are shown to constitute a single genus, 
if not a single species ; and the different local authorities thereby 
created arc ... . arranged as members of a continuous series, 
in which no break occurs from the smallest rural hamlet up to 
the Corporation of the City of London itself.” This arrangement 
brings out, indeed, the importance of that intermediate class of 
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“Manorial Boroughs” which the authors describe, for the first 
time, in Chapter III. 

But all definitions and classifications applied to a “continu- 
ous series ” are difficult and more or less arbitrary. The authors 
themselves point out that, in dealing with the Borough, “our 
first difficulty was to arrive at any precise definition of the subject- 
matter ” (p. 262). Incorporation, which comes at once into the 
mind of the average student as the differentia of a corporate town, 
will not do . “ The privilege of incorporation , with the rights of legal 
personality and perpetual succession, and the use of a common 
seal, had been granted by charter or statute to all sorts of bodies, 
religious, commercial, or educational, having no connection with 
local government ” (p. 263). Nor is the right to return Members 
of Parliament, or the duty of paying a tenth instead of a fifteenth 
to the subsidies, more satisfactory. They decided at last on “ the 
fact of e]ifranchi8ement from the county officers” (p. 266) as 
the t(i8t, and included as Municipal Corporations “ all those com- 
munities which .... enjoyed the priviU^ge of clothing one ot 
more of their nKmbers or officers .... with the well-knowm 
powers elsewhere giv(U) by the Commission of the Peace ’ ' 
(p. 267). This definition fits in with their classification of 
Manors and Boroughs together as “ Exemptions, Immunities, 
and Franchises, which enabled the inhabitants of particular locali- 
ties to exclude the authority of the county at large, or that of 
one or other of its officers ” (p. 3) — a classification which is perhaps 
less convenient when applied to the Manor than when applied to 
th(’! Borough. 

The authors are throughout, however, concerned not so much 
with definition as with description, and the diSiculty of their sub- 
ject-matter shows itself most when they try to create in the minds 
of their readers either pictures of typical boroughs, or a vision 
of the historical process of change. The reader feels like the 
average Londoner who, having gone to Kew Gardens with a vague 
idea of a lily or a willow-tree, comes out, as he thinks, incapable 
for life of recognising either one or the other again. The organisa- 
tion of the Parish and of the County was the result of Parlia- 
mentary statutes of uniform application, and that fact made it 
easy for the reader of the earlier volume to follow and remember 
the modifications produced by local circumstances. The organisa- 
tion of the manor and the borough was left practically untouched 
by statute, and research is breaking up even the apparent uni- 
formity of manorial custom from which their history starts in 
Doomsday Book. The one unifying force during the period 
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1689-~1835 was indeed the unintended influence on burgal organ- 
isation of the statutes by which the squires who sat in the seven- 
teenth and eighteenth century Parliaments aimed at consolidating 
their control over the villages on their estates. As the authors 
say, “this progressive enlargement of the jurisdiction of the 
justices led, in the Municipal Corporations, to the rapid decay 
of the ancient authority of the Manorial Courts and the silent 
transformation of the tribunals once specially characteristic of 
a Borough — the Hundred Court or Portmanmote, the Borough 
Court or Curia Burgi — in which the whole Corporation had par- 
ticipated, into Sessions of the Peace, shared in only by the two 
or three or half a dozen corporate Justices “ (p. 386). 

Beyond this, Parliament made no general attempt to deal 
with municipal constitutions, partly because the country gentle- 
man could not, and did not, know the facts, partly because they 
did not care. If the scandal of any particular borough became 
intolerable, it could, in the eighteenth century, be dealt with by 
an Act creating a respectable body of trustees for carrying out 
a particular service. “ This alone, “ said Pitt in 1755, in a phrase 
reminiscent of Pope’s disastrous couplet, “is with me sufficient 
argument for not giving myself much trouble about the form 
of government established in any of our Cities and Boroughs’" 
(p. 457). In the seventeenth century individual interference had 
taken the form of the withdrawal or remodelling of Royal 
Charters, and “ by 1689 most Boroughs had received successive 
charters inconsistent with each other, and it became open to 
question which of them was the more authoritative. This uncer- 
tainty as to which among several charters was to be considered 
the ‘ Governing Charter ’ was immensely increased by the events 
immediately preceding the accession of William and Mary” 

(p. 268). 

All histories must have a beginning in time, and all begin- 
nings in time are unsatisfactory at the best ; but it is unfortunate 
that the date 1689, which serves well as a starting point for 
that consolidation of parochial and county administration which 
occupies the first volume, or for that series of “ statutory ” bodies 
which will be described in the volume which is to come next, is 
extremely ill-adapted to the material of the present volumes. 
The condition of Manors and Boroughs alike in 1689 is unintel- 
ligible without a view of their development resting on evidence 
earlier than that date, and the authors find themselves again and 
again, in footnotes and text, compelled against their will to give 
such evidence, and to indicate their opinion of its significance. 
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And yet the emotiQ 3 |al and intellectual effect of this new 
instalment of a great work is deeper than that of its predecessor. 
To us, in our time, the issues of urban life are more urgent than 
those of rural villages or counties, and we seem to come near the 
heart of things as we read, on the tiny scale of two hundred 
years ago, of the effects of stupidity, and selfishness, and party 
spirit, and of the inevitable bewilderment of short-lived human 
beings, upon the health and progress of the race. We get for 
the first time a historical background for the difficulties of muni- 
cipal dcimocracy. The reforming Mayor of Deal (pp. 312-315), 
with his more than American confidence in government by first 
principles, lives in our memory as clearly as the sordid electioneer- 
ing of Norwich (pp. 529-557). The little tragedy of the Mayor, 
Bailiffs, and Burgesses of the Borough of Berwick-on-Tweed 
(pp. 504-529) is not less vivid. They started in 1603 as one or 
two hundred heads of families administering, by a succession of 
meetings open to all, their municipal affairs and a common pro- 
perty worth a quarter of a million pounds. Each year we see 
them preferring their own interest to that of their neighbours, 
and the interest of the moment to that of the generation to come, 
until in 1828 the “idle, thriftless, loafing families to whom the 
Burghership served almost as a livelihood ” have become, in the 
words of their own Becorder, “ an odious by- word in all the 
adjoining country’' (p. 529). More subtle is the story in 
Chapter X. of the City of Tjondon in the eighteenth century, 
with its amazing complication of customary blackmail and re- 
spectable devotion of public funds to personal extravagance and 
advantage. Only a Koyal Commission could carry on that section 
of the history to the present date, and describe the character of 
the reforms carried out during the nineteenth century, and the 
degree of their success. 

Throughout the whole narrative we feel again and again that 
** public spirit” — the combination of foresight and sympathy on 
which good government depends — is not a mere mechanical result 
of the right to vote or govern, but requires choice of areas, of 
methods of appointing officials, and of schemes of finance, and a 
continuous education of the citizens, all directed by an art whose 
study we are only now beginning. This feeling of the enormous 
difficulty of the problem and of the danger of easy dogmatism 
goes far to explain that note of impatience with the traditional 
Whig atmosphere of English political science which always marks 
Mr. and Mrs. Webb’s work. Though they state that the over- 
whelming majority of the corporations were both Tory and ineffi- 
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cient, they are careful to point out that IVhig opinions did not lead 
necessarily to municipal virtue, and the number of pages which 
they give to Whig offences is larger than those given to the 
offences of the Tories. 

Borne times this feeling, although it gives vivacity to the book, 
seems to me to result in a certain loss of historical perspective. 
Those Whigs and Eadicals, for instance, who initiated and carried 
the Municipal Eeform Bill of 1835 succeeded, by means of 
immense courage and skill, in establishing, against enormous odds, 
a beneficent revolution in the condition of English urban life, at 
the one moment of their time when it was possible to do so. 
No student of recent English history will believe that a Bill of 
that kind could have been carried by Lord Melbourne’s helpless 
administration between 1837 and 1841, or that Sir Eobert Peel 
could have induced his Cabinet to put it forward between 1841 and 
1846. Though the authors, however, praise the learned inquiries 
of the individual members of the Commission of 1833, they 
criticise, quite legitimately, the hasty and dogmatic report which 
was rushed forward by Blackburne, and Parkes, and Place in 
the spring of 1835. But they go on to speak of the “ sweeping 
simplicity” of the Bill as actually presented (p. 738), and to 
complain of the absence of ideas which, as they themselves say, 
“ had in 3835 scarcely risen into the consciousness even of poli- 
tical students” (p, 752). One can imagine Mr. Webb’s fury if 
the chance of passing one of the great reforms in which he is 
interested were now lost in order that a few more years^ might 
be spent in completing an historical inquiry, or discovering a new 
political philosophy. 

The splendid index of the book again contains no mention of 
Bentham, and the only reference to him in the text is the state- 
ment on the last page, unexplained and unprepared for, that the 
plan of a local body responsible not for this or that function 
only, but for ”the good government of the Borough,” was one 
‘ ‘ in which we may detect the pure milk of Benthamism ’ ’ 
(p. 755). Bentham died in 1832, but his outline of a constitu- 
tional code, though still unpublished, was in 1833 well known 
to his disciples ; and Parkes and Charles Austin among the Com- 
missioners, as well as Francis Place, who brought such impor- 
tant driving force to bear at the critical moment, were Ben- 
thamites in the fullest sense of the word. They missed, indeed, 
that organic connection between the central and local adminis- 
tration which Bentham had advocated, but Chadwick was the 
only one of Bentham ’s disciples who seems to have understood 
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him on that point, and Chadwick had no connection with the 
Commission. 

The “sweeping simplicity” of the Bill and the absence of 
“a detailed separate reform of all the varied Borough constitu- 
tions and jurisdictions ” (p. 738) was itself, indeed, another mark 
of “the pure milk of Benthamism.” Chadwick, in one of his 
pamphlets, tells how the master used to urge his disciples “ to 
do the s«ame thing in the same way, choosing the best, and always 
to call the same thing by the same name.” A series of 
“ separate reforms,” of the individual “ constitutions and jurisdic- 
tions ” would have prevented that general intelligibility which 
made the municipal progress of the nineteenth century ix)ssible. 
No public-spirited citizen who moved to a new borough would have 
understood his new constitution, and no Member of Parliament 
would have understood the constitution of any borough at all. 

But 1 cannot end with what is, after all, a minor criticism, 
or abstain from again expressing my gratitude, as one interested 
in the development of municipal institutions, for the labour and 
thought which has been put into this book, and my sense that, 
great as that labour has been, it was fully worth while. It is 
history which provides the politician with the material of his 
thoughts and the suggestion, of his inventions, and until Mr. 
and Mrs. Webb determined to devote a great part of their lives 
to the task, no history existed of those English municipal institu- 
tions whose success in our time, while it has, on the whole, been 
remark^ible, has yet depended u|)on conditions easily overlooked 
by the man of action. 

Graham Wallas 

The Housing ProhUm in England. By Professor Ernest Eitson 
Dewsnup. (Manchester: The University Press, 1907.) 
Pp. 321. 

Comune di Venezia. Case Sane, economiche e j)opolari, 1907. 

Apart from the numerous and admirable official reports, the 
literature of the housing question, though voluminous, is of little 
use to the serious student. It consists, for the greater part, of 
more or less sensational volumes or pamphlets, which contain 
highly coloured descriptions of the horrors of overcrowding, or of 
the squalors of slums, but little or no attempt to treat the subject, 
difficult and complex as it is, in a scientific spirit. Professor 
Dewsnup^ s book is, therefore, useful and timely. Although he 
occupies an American chair, he has special opportunities for 
No, 70. — VOL. XVIII. u 
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keeping in touch with English municipal life, and he has made 
himself familiar with the blue-books, debates, and reports that 
deal with housing. Perhaps more use might have been made 
©f local reports and plans, and a closer familiarity with the actual 
towns which have been prominent in their dealings with the 
problem would possibly have increased the value of the work; 
but it would be ungracious to demand too much in view of Pro- 
fessor Dewsnup’s modest preface. 

The book is divided into three parts. The first of these 
sketches the development of the English housing problem, 
and surveys its present condition. Both hero and later in the 
book Professor Dewsnup show^s that he is decidedly more familiar 
with urban conditions than with agricultural life, and his treat- 
ment of the rural side of the question is a less valuable contribu- 
tion to the literature of the question than is the rest of his work. 

The second part of the book deals with the course of housing 
legislation, and gives an excellent account of the development 
of legislation and the use which has been, and may be, made of 
the large body of law that bears iifX'n the question. This section 
should be particularly useful, for but little seems to be generally 
known of the existing state of housing legislation, and the very 
large powers which it bestows upon local authorities, not only 
as to construction of dwellings, but as to improvements and safe- 
guards for future construction. Indeed, Professor Dewsnup 
shows clearly what has long been known to many students, that 
if administratioji had kept pace wdth legislation, the problem 
would have been a great deal nearer solution than it is. 

The last part discusses housing policy in England, and is 
mainly devoted to a consideration of the functions of the muni- 
cipality, though there is a chapter on taxation, one on rural 
housing, and one on voluntary enterprise and transportation 
facilities. It is, of course, impossible to deal fully with the 
many-sided aspects of voluntary enterprise in a work of this 
nature, but though Professor Dewsnup has only attempted a 
slight account of this side of the question , the chapter is sugges- 
tive and useful. His conclusions on the whole matter seem to be 
that the primary and enormously important function of the muni- 
cipality is sanitary supervision. Steady pressure by the sanitary 
authorities upon both landlord and tenant will help to educate 
them and to stimulate the demand for a supply of better 
dwellings. Municipal house-building he considers “foolish and 
expensive” and “detrimental to the real interests of the com- 
munity whose welfare has been desired” : a view which will 
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probably be shared by many of the students of the question, 
though not, it is to be feared, by popular opinion. A careful 
study of the housing history of any town where the policy advo- 
cated by Professor Dewsnup has been even partially applied will 
probably confirm his readers in agreement with his views. Lastly, 
the book has a number of useful appendices, and a useful though 
not exhaustive bibliography. 

The Commune of Venice sends a report with many elaborate 
plans of its dealings with the housing of the poorest classes. The 
problem in that town, of course, presents peculiar aspects. Owing 
to its position the town cannot expand ; there are special diffi- 
culties as to the dampness of the lower parts of houses ; there 
is much overcrowding and great density of population. The town 
is making various efforts to deal with these difficulties. It en- 
courages private enterprise by prizes and premiums, and it also 
undertakes building on its own account. The report is interest- 
ing, though, owing to the great differences of social habit and 
geographical position, but little light will be thrown upon the 
English housing problem by a study of Venetian conditions. 

L. Fisher 

British Colonial Policy y 1754-17C5. By G. L. Beer. (New 
York : The Macmillan Co., 1907.) 

Time and truth are conspiring to exact a scientific revenge, 
and they are exacting it pretty completely. The causes and 
nature of the revolt of the American colonies are already re-- 
sponsible for a vast literature : more particularly in the last two 
years, American scholars, by their careful researches and their 
determination not to bow the knee to the spurious Baals of a 
historic market-place, have taught us much as to the facts in 
the controversial issues of the great struggle. Mr. Beer’s new 
book on an old subject will add to the reputation he has already 
won in this field, and if we can imagine Bancroft reading it, it 
would be difficult to say whether he would be more pained or 
more surprised. Take, for example, these two sentences illustra- 
tive of the writer’s standpoint : — “ In fact, it would be difficult 
to estimate whether colony or metropolis was called upon to bear 
a greater proportion of the sacrifices demanded by the prevailing 
ideal of a self-sufficient commercial Empire” (p. 201), and : 
”It is easily conceivable, and not at all improbable, that the 
political evolution of the next centuries may take such a course 
that the American Eevolution will lose the great significance 

u 9 
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that is now attached to it, and will appear merely as the tem- 
porary separation o£ two kindred peoples whose inherent similarity 
was obscured by superficial differences, resulting from dissimilar 
economic and social conditions” (p. 316). Historical students 
will probably be reluctant to follow into the uncharted sea of 
political prediction, but the conflict between the sentence just 
quoted and the emphatic verdict that precedes it, to the effect 
that ‘ * the fundamental question at issue was the political inde- 
pendence of the American colonies .... essentially a move- 
ment for national independence” (p. 315), is apparent, though^ 
perhaps not irreconcilable. Mr. Beer, however, is rightly more 
concerned with a relentless cross-examination of ” the legend that 
has developed round the movement,” and with exposing the mis- 
interpretation of the facts which gave the legend colour and an un- 
wan’anted substance, than with the vain attempt to prove 
a prophecy. Elsewhere, Mr. Beer puts his finger on the heart 
of the matter. ”It is frequently,” he writes (might we not say 
” always”?) “far more (equally?) imj>ortant to know what 
people at the time thought were the results, rather than what 
these actually were” (p. 201). And a British reader may be 
permitted to inter}X)late the criticism that Mr. Beer’s book would 
suggest at first sight that the misinterpretation of the situation 
was more on the American than the English side. This is 
peculiarly flatterijig to a generation wdiich starts with the axio- 
matic boast that in matters of colonial and economic policy it is 
far juster, fairer, and more impartial than its fathers. Unfor- 
tunately, as Mr. Beer knows, it is scarcely true. There* was a 
prodigious American legend, and we must be grateful to American 
scholars for destroying it piecemeal. But we have a little legend 
of our own, or, rather, two legends. The first, the product of 
defeat and a century’s repentance, that from the beginning we 
were wholly in the wrong, which Sir George Trevelyan alone 
• perhaps now takes the trouble to turn into solid volumes, and 
which finds no home even in the home of lost causes, Oxford ; 
the second, a conviction studiously instilled by the descendants 
of the victors that we were wholly in the right. Mr. Beer and 
the American scholars are not doing us a service if, even in- 
directly, they seem to stiffen the arguments in its favour. When 
carefully read as a contribution to some aspects of the question, 
stnd not as an exhaustive statement of the whole controversy, 
Mr. Beer really lends no support to such a theory. His elaborate 
essay is therefore very welcome as an analysis of the principles 
and results of the decade that immediately preceded the struggle, 
It is primarily a piece of imperial economic history, worked up 
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from unpublished sources of information — the State papers, 
virtually undisturbed since they were filed away a century and 
a half ago.” To these Mr. Beer has added the contemporary 
pamphlet literature, and a mass of other information drawn from 
journals, colonial records, and the Historical Manuscripts Com- 
mission. The result is a book, exceedingly well documented, but 
also thoroughly readable, because its subject matter, intrinsically 
interesting, is handled in an interesting way. And the wealth 
of matter from the unpublished sources in the elaborate notes 
makes the volume a valuable book of reference to critical students. 
Broadly, Mr. Beer’s thesis is to show how “imperial defence 
was the rock upon which the old Empire shattered itself,” for 
which his argument is both economic, constitutional, and poli- 
tical. The old colonial system, he shows conclusively, failed to 
provide a system or principles to meet adequately cither the 
needs previous to the seven years’ war, the war itself, or the 
situation created by the peace. The attempt by British statesmen 
to adapt on recognised principles the loosely jointed fabric to 
the conception of Empire held at the centre came into conflict 
with the half-concealed aspirations for national indopcuidence 
in the colonies themselves, and, secondly, by causing the prin- 
ciples to be pushed to their legal and logical extremes, brought 
about the downfall of the system itself. Indirectly, Mr. Beer 
is able to touch on economic theories, but a separate chapter 
on the development of economic science would have been very 
relevant to the argument. Such a chapter would have shown how 
the commercial and constitutional foundations of the system were 
already sapped. 

Thirteen years after the Peace of Paris, Adam Smith’s treatise 
summed up the revolution in economic science which adminis- 
tered the coup de grdee to a worn-out creed. For the eighteenth- 
century economics were politics and politics economics. If Gren- 
ville’s Stamp Act now appears as a gallantly logical attempt to 
make an unworkable system of Empire work, Stewart’s Political 
Economy (1767) is the last sputter of the dying mercantilist faith. 
And if it be objected that these are events outside the date of Mr. 
Beer’s work, it may be answered that Smith’s doctrines were not a 
red-hot novelty in 1775, but had been fermenting in his brain since 
1749, and already given in lectures by 1763, and that Captain 
Jenkyns claimed to have lost his ears in 1731 for the very cause 
that was stated fifty years later in their fiscal and scientific form 
in The Wealth of Nations. The principles implicit in “the 
colony war ” of 1739 — of natural right, laissez-faire, laissez-aller-^ 
became the kernel of the controversy by 1763. We are here 
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confronted with the duty of tracing from obscure beginnings the 
evolution of the new economic creed in the American colonies, 
which, quite as potently as the expulsion of the French from 
Canada, made the imperial ideal of the old system dissolve into 
obstinate questionings, and end in revolt and disintegration. Mr. 
Beer offers more than a hint when he emphasises the importance 
of the clearly-marked change produced by the military and naval 
victories in the economic theory of colonisation, which, in turn, 
necessitated modifications in the trade laws. Modifications of 
detail, it must be noted, not of principle. For as yet they involved 
no assault on the fundamental political and economic assumptions 
on which the old Empire rested. But the slow revolution in 
economic science necessarily led to a frontal attack on the validity 
and worth of the principles themselves. “ To prohibit a great 
people from making all that they can of every part of their own 
produce, or from employing their stock and industry in the way 
that they judge most advantageous to themselves, is a manifest 
violation of the most sacred rights of mankind.” Adam Smith, 
and those who had come to think with him, reduced the issue to 
an intolerable dilemma. Either you rejected the reasoning of 
economic science or you perpetuated the system by violating the 
most sacred rights of mankind. Mr. Beer (p. 208), it is true, 
adds the weight of his authority to the conclusion that, prior to 
1764, ‘‘the attitude of the colonies towards the system was one 
of acquic-scence.” But what does ‘‘ acquiescence ” mean? Mr. 
Beer shows elsewhere it was acquiescence in a system -frankly 
and largely evaded, the acquiescence, in fact, of a priest who 
marries in the principle of sacerdotal celibacy. What we now 
require to know is how far the American colonists, prior to 
1764, really accepted, not the sovereign right of the imperial 
Parliament to do something possibly wrong or at best expedient 
when you have struck a rough balance, but the economic truth 
of the system stripped of its political trappings. Mr. Cannan 
and others have laboriously tracked the genesis and growth of 
Smith’s economic creed in Great Britain from 1749. The inquiry 
must now be shifted to the American colonies. Whence, where, 
and how did Franklin, Adams, and Otis get that ‘‘intellectual 
tendency towards these laissez-faire ideas that two decades later 
were embodied in Adam Smith’s monumental work? ” Mr. Beer, 
who has mastered the colonial papers and the contemporary 
literature, will perhaps lay us under a fresh obligation by answer- 
ing the question in another monograph. 

C. Geant Eobbetson 
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Municipal and Private Operation of Public Utilities. Report to 
the National Civic Federation, In three volumes. (New 
York, 1907.) 

The National Civic Federation coBsists of a number of 
American citizens interested in public questions, and evidently 
brought together by the stimulating belief that the path of true 
reform is best ascertained by the association of men of widely 
differing views. A Commission of the Federation, with a member- 
ship of 150, was formed in 1905 to consider the question of 
municipal trade, as we should call it, and this Commission sub- 
sequently appointed a Committee of Investigation. This Com- 
mittee consisted, in about equal proportions, of “those regarded 
as ‘ pro's,’ those as ‘ anti’s,’ and those w^ho were classified as having 
taken no pronounced position ’’ (p. 12). The plan of investiga- 
tion adopted was to examine selected examples of both publicly 
and privately owned waterworks, gasworks, electrical works, and 
tramways in the United States and the United Kingdom, exj>erts, 
generally one “pro” and one “anti,” being sent in advance fij 
make preliminary reports and to facilitate the inquiry generally. 
After personal inspection by the Committee as a whole, four 
members, two “pro’s” and two “anti’s,” were appointed to 
compile the results of this investigation, whilst historical and 
political reports were called for from other writers. Then a final 
report was drafted and signed by 19 out of the 20 available 
members. All these results are included in three volumes, the 
first containing the final report and the reports giving the results 
of the inquiries, and the other tw^o volumes containing the reports 
of the experts. At first sight, at all events, the conception of 
the inquiry appears to have been simply admirable. But the 
sad truth is that good organisation, though excellent for producing 
finished goods, may be very inefficient in turning out sound con- 
clusions or ready-made public opinion. 

It is first to be noted that out of the nearly 2,500 pages in 
these volumes less than eight arc devoted to the final report. 
A short unanimous report may, of course, be of extreme value, 
but in this case we cannot help suspecting that it is to the person 
who drafted the following sentence that the credit for the remark- 
able “degree of unanimity manifested” must be attributed. 

‘ * The Committee takes no position on the question of the general 
expediency of either private or public ownership” (p. 26). But 
was not this the very question on which it was hoped that they 
would report? However, in spite of this serious limitation, this 
report does contain certain valuable conclusions, which, as great 
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weight should be attached to them, ought to be widely known, 
and may bo here briefly summarised. In the case of the “ public 
utilities” investigated, government control is necessary in all 
circumstances. ‘‘ There arc no particular reasons why the 
financial results from private or public operation should be 
different if the conditions are the same.” But we may remark 
in passing that, if the conditions are not likely to be the same, the 
value of this conclusion is doubtful. ” Undertakings in which 
the sanitary motive largely enters should be operated by the 
public” (p. 23). Also, “municipal ownership of public utilities 
should not be extended to revenue-producing industries which 
do not involve the public health, the public safety, public trans- 
portation, or the permanent occupation of public streets or 
grounds” (p. 23). This sentence must be read wdtb care, for 
it does not state that “the opposite is advisable” (p. 28), and 
it is to be noted that, if accepted, it w»^-*r*clace a check on 
municipalities by preventing them from ui; ^,^king such trades 
as the manufacture of electrical fittings. appears 

from these sentences that the Committee take a position on 
certain questions concerning ownership, arid presumably their 
statement that they do not do so only applies to the “public 
utilities” investigated. Terminable concessions are advocated, 
and thus English legislation concerning gas and water stands 
condemned. Certain conditions are laid down as being necessary 
for the success of municipal trade, perhaps the most important 
being the appointment of “an executive manager with full re- 
sponsibility ” (p. 25). As to American corruption, they “ are un- 
able to recommend municipal ownership as a political panacea” 
(p. 26), their reason probably being that “municipal ownership 
will create a large class of employees who may have more or less 
political influence ” (p. 27). But this final report is, in truth, so 
condensed that it will hardly bear further condensation. 

After this final report, and a short report by the one dis- 
sentient who condemns municipal trade vigorously, there follow 
the above-mentioned reports by various writers. The American 
Municipality and the English Municipality are first dealt with 
by Mr. W. L. Eisher and Prof. E. J. Goodnow. Then follow 
a series of articles which may not unkindly be described as the 
cases for and against municipal trade. In reading them grave 
doubts must be felt as to whether the method of investigation 
was as sound as it appeared at first sight to be. The number 
of works of each class examined was small, only four municipal 
gasworks and three private gasworks, for example, being in- 
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spected in England. But the nearer the equality between com- 
peting classes, and the greater the divergence between the speci- 
mens, the greater must be the number of samples taken in order 
to decide on the relative merits of such classes. The impression 
made by reading these reports is that the best municipal and 
private works are sufficiently nearly on an equality in all matters 
which can be recorded in statistics to prevent a comparison 
between four municipal works and three private works from 
yielding any indications of value as to the merits and demerits 
of municipal trade generally. Moreover, the local circumstances 
vary much, and '‘it is very difficult to estimate the allowance 
that should be made for” the conditions affecting particular 
plants (p. 21); yet allowances must be frequently made, and it 
is for this reason that the same material is often made to suggest 
very different conclusions. Then again, although in these cir- 
cumstances especial care should have been taken to select typical 
examples, the Committee appear to have deliberately chosen ” the 
best available samples” (pp. 304 and 165). This is especia!!> 
unfortunate, since the effects of disasters in public and private 
trade are very different. Moreover, the detailed examination of 
a few chosen samples tends to make details too prominent, whilst 
pushing more important general questions somewhat into the 
background. Lastly, the appointment of writers as the avowed 
advocates and opponents of municipal trade seems to have had 
the effect of intensifying their spirit of partisanship and of pre- 
venting them from calmly weighing the conflicting arguments. 
Many instances of these unfortunate results occur in these reports, 
but here only a few examples, taken almost by chance, can be 
quoted. Thqy may perhaps be enough to show how necessary 
it is to be vigilant whilst reading this volume. 

Labour conditions are first dealt with in two articles, Mr. 
J. W. Sullivan being the opponent, and Prof. J. E. Commons 
the adyocatc of municipal trade. Mr. Sullivan’s conviction 
appears to be that municipal trade is antagonistic to the interests 
of trades unionism, since it would lead the workmen concerned 
to endeavour to gain their ends by political means only, and, 
consequently, that it must be opposed all along the line. Cold 
water is therefore thrown on all evidence in favour of the belief 
that municipal workmen are better off than private workmen. 
In Prof. J. E. Commons’s article, on the other hand, a good deal 
of evidence is brought forward to show that municipal workmen 
are better paid per hour than their fellows in private trade 
(pp. 103, 107, and 108). 
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The general case in favour of municipal trade, as, in fact, it 
is, opens with an introduction by Prof. F. Parsons, followed by 
an article on “American Conditions” by Dr. E. W. Bemis. 
Then follows, “on the same side,” Dr. Maltbie, with a dis- 
cussion on gas and electrical works in England, the statistics of 
these trades as regards cost, price, capital invested, &c., being 
considered in detail, the figures quoted being nearly always held 
to tell in favour of municipalisation. No doubt much thought 
and labour has thus been expended, but many of the arguments 
raise controversial points requiring more consideration than is 
given to them. For example, as regards gasworks, he tells us 
that the English municipalities “have followed a more conserva- 
tive and sound policy. For every £100 of assets they have only 
£73 6s. in liabilities, while the companies, for every £100 of 
assets, have £128 3s. in liabilities” (p. 196). But amongst the 
liabilities of the municipalities, the sum of over a million sterling 
of its gasworks’ debts which Manchester has redeemed, for 
example, has not been included. It is true that this debt has 
been wiped out, but it is equally true that if this sum should 
be regarded as money raised by taxation and invested on behalf 
of the citizens in their own municipal gasworks, then it follows 
that the liability to pay them interest thereon in some form or 
other is not redeemed. Again, Dr. Maltbie asks “if munici- 
palities should provide a sinking fund, why not companies?” 
(p. 199), thus implying that the companies have been remiss in 
this respect. But before asking such a conundrum, it would 
be as well to attempt to realise the position of a company wdiich 
had redeemed all its liabilities by means of a sinking fund. Who 
would then be the owner of the works? In the chapter on 
English electrical works. Dr. Maltbie also lays considerable stress 
on a comparison between the “appraisal of assets” and the 
“ present liabilities.” But if the student searches in the detailed 
reports — a search in which he is not assisted by a cross-reference 
— he will find that the appraisal ‘ ‘ must not be taken as strictly 
accurate, but approximately as coiTect as could be ascertained 
by superficial examination” (Part II., Vol. II., p. 314). One 
cannot help wondering what is the probable error of a superficial 
valuation of electrical assets to the estimated value of about 
£10,000,000, and whether it is not sulBScient to make close-drawn 
conclusions based on such figures almost valueless. In fact, the 
treatment of the excessively complex questions which arise in 
connection with all such discussions is inadequate, and the reader 
feels bewildered in his attempt to decide on the value to be 
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attached to the statistical arguments here adduced, British 
tramways are then discussed by Prof. Parsons in much the same 
spirit, the case for municipal trade closing with a careful risumi 
of the general arguments in its favour. 

The advocates of private trade, Mr. C. L. Edgar and Mr. 
Walton Clarke, both apparently men of considerable business 
experience, have, of course, had to build their case on the same 
too narrow basis, and here also the same partisan spirit prevails. 
English gasworks are first dealt with, and in this chapter we 
find, for instance, the population per mile of gas mains cited 
to show that, “other things being taken as equal,” two com- 
panies, “ in their efforts to secure business extended the oppor- 
tunity to use gas to a larger proportion of the population of the 
area supplied than has any of the ” three municipal undertakings 
with which the comparison is being made (p. 324). Other 
things are so obviously not equal that, even as regards these 
particular towns, little weight can be attached to such an argu- 
ment, whilst, as a basis on which to found a general argumeiu 
against municipal trade, it is even less convincing. Then again, 
as regard another point, out of the seven works under considera- 
tion, London is omitted “because of its widely different condi- 
tions ” (p. 344), whilst the private works at Sheffield are retained, 
although the advocates of municipal trade consider that that town 
is especially favoured by local conditions as regards the point in 
dispute. American gasworks, electric lighting works, water- 
works, finance, and general conclusions are dealt with in separate 
chapters. Finally, British tramways arc discussed by Mr. W. J. 
Clark alone, the animus of his remarks being perhaps sufficiently 
indicated by his assertion that the purchase clauses of the Act 
of 1870 can “hardly be designated other than as legalised con- 
fiscation ” (p. 450). A good deal of space is devoted to a com- 
parison between the relative development of electric tramways 
in this country, where this industry has, it is held, been con- 
trolled by municipalities or influenced by their desire for muni- 
cipalisation, and in the United States, where it has been prac- 
tically exclusively managed by private proprietors. Here the 
effect of the difference in the local conditions in the two countries 
is not discussed. But, whatever be the cause, it is startling to 
find that the urban population per mile of track is 1,516 in the 
United States, as compared with 12,476 in the United Kingdom 
(p. 445). 

In comparing the cases for and against municipal trade, that 
of its opponents does appear to be most convincing, in spite of 
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its defects. But when it is asked whether this is because it is 
in truth the strongest case, or because it is stated by men more 
conversant with the trades examined, or merely because the con- 
clusions happen to coincide with those previously formed by the 
reviewer, we are discussing a question on which that reviewer’s 
opinion is of little value. But he may perhaps point out that 
the opponents of municipal trade can cite the experts here quoted 
in favour of the belief that public management is actually accom- 
panied by certain disadvantages which theoretical considerations 
had led them to expect. For example, the companies are said 
to push their trade better than the municipal managers (p. 329), 
to offer greater conveniences to the public as regards complaints 
(p. 321), and to make better use of labour-saving machinery 
(p. 342). 

Thus far we have only dealt with the smallest of the three 
volumes. Part 11. of the report consists of two large volumes, 
Vol. I. dealing with works in the United States, and Vol. IT. 
with works in the United Kingdom. Here we have the replies 
of the experts to specific questions prepared to cover every im- 
portant fact, without conclusions being drawn from them. Pos- 
sibly a student gifted with vast patience would do best only to 
wade through these two thousand pages, and thus to be in a 
position to draw his own conclusions from the vast array of facts 
placed before him. 

IjEonabd Darwin 

Worli and Wages. II. Wages and Employment. By Sidney J. 

Chapman, M.A., with an introduction by Lord Brassey, 

G.C.B. (Longmans, Green & Co., 1908.) 

It is typical of the modern developments both of industrial 
complexity and of economic theory that the modest and simple 
statements of fact depicted in Lord Brassey’s Work and Wages 
and Foreign Work and English Wages should have necessitated 
three bulky volumes when the subjects contained therein came 
up for revision. The first of these. Foreign Competition, was 
noticed in the Economic Journal, December, 1904 ; the second 
lies before us, and ostensibly deals with Wages and Employ- 
ment. The title is somewhat of a misnomer, for it is only the 
outworks of the theory of wages that are attacked, and no history 
of wages is attempted here ; the subject-matters of the book are 
the pohey and results of Trade Unionism, the methods of ar- 
ranging or preventing trade disputes, unemployment, and work- 
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men’s insurance. On each of these questions we find an adequate 
historical sketch, relating to each of the principal industrial 
nations and to Australasia, backed by carefully selected and well- 
considered statistics. The effects on wages of the development of 
trade unions, of insurance, of conciliation and arbitration, and 
the relation of unemployment to industrial growth, are discussed 
theoretically. The whole volume is a rather curious blend of 
theory and fact. 

The reviewer is bound to ask, for what class of readers is this 
series intended? If for the plain man, who could read and appre- 
ciate the earlier volumes, the theoretical introduction is at once 
too slight and too subtle, and he will not readily grasp the signi- 
ficance of such a sentence as, “ What is best for the workpeople 
involved depends upon the elasticity of the short-period demand 
curve, v/hich we suppose to oscillate parallel to itself, the amount 
of its oscillation, and the character of the varia,tion of disutility 
wdth the hours of labour per day or per week ” (p. 223). If, on 
the other hand, the well-read theorist is in question, the doctrine v' 
laid down will be found in some cases unproven and controversial, 
and the analysis insufficient. It is to be feared that the treatment 
may fall between two stools. Thus the theory on p. 8 that if 
the wages of the low^est class of labour are advanced, the number 
in this class will diminish, appears paradoxical, and is not proved ; 
we are not willing to make the assumption that a slight rise in 
wages will enable the worst-paid labourers to impt’ove their 
economic status, and compete with a higher class. On p. 12 we 
find that the doctrine that emj)loycr’s remuneration has a definite 
relation to the value of his marginal product has survived the 
criticism in the Economic Journal of December, 1907. ' 

It is more with the method of expressing theoretical considera- 
tions than with their results that we arc inclined to quarrel. That 
trade unions may increase advantages of employment (as opposed 
to money wages) without attracting too many into their trade 
(p. 26), that regard to education of the young produces results of 
a more lasting character, and of the same kind as i:)ensions to the 
old (Ch. VI.), that labour colonies are likely to fail because the 
less effective workmen fall out of work, while to coax a living 
from the land requires special efficiency (p. 383)-— these and many 
similar statements will commend themselves at once to the prac- 
tical man and the theorist. In the analysis of the effect of the 
introduction of machinery on wages, where the general conclusion 
is that nearly everyone is benefited, the question which is most 
important to the man of specialised skill who is in danger of being 



290 


THE ECONOMIC JOTJENAIi 


[jtJNB 


displaced— namely, whether it is not in his private interest and 
that of his fellows to oppose the introduction by all the means in 
his power — is not faced. It may be that he will lose less than 
other people gain, but can it be shown in general that he will 
lose nothing? Professor Munsterberg’s paradoxical view that the 
more subdivided the work the less monotonous it is, is quoted 
with apparent approval. 

The main value of the book lies in the unbiassed and judicial 
summaries of the cases for and against the many schemes which 
are in being for the amelioration and regularisation of the real 
earnings of workmen. Though many readers will be familiar 
with a great number of the authorities quoted, and with many 
of the lines of argument and their justification, yet few will be 
sufi&ciently acquainted with all. Here they will find summarised 
the historical developments of a great variety of social and in- 
dustrial movements ; their spread over the industrial world, and 
their statistical importance at the present or recent dates (recent, 
because change is so rapid that some parts of the book are already 
out of date), and they will also find thoroughly considered judg- 
ments as to the potential economic and social value of the forces 
disturbing the free play of competitive egotism, which have come 
into action during the present generation. 

A. L. Bowlev 

English Socialism of To-day. By the Eight Honotirable H. 0. 

Arnold-Pobster, M.P. Pp. xix + 226. (London: Smith, 

Elder & Co., 1908.) 

This book first appeared in the form of articles contributed 
to the Standard. It bears the mark of its journalistic origin : 
the twenty chapters are loosely arranged, wordy, and full of 
repetition. 

The author finds three types of socialism in vogue : the 
“ socialism of the philosophers,” the ‘‘ socialism of to-day,” and 
the ” socialism of everyday life.” He concentrates attention on 
the second of these, the objects of which ” an ample and authori- 
tative literature” has made “clear to all.” This “ample and 
authoritative literature ” turns out to be a few tracts issued by 
the Social Democratic Pederation and the Twentieth Century 
Press, and sold by the Independent Labour Party. One can only 
compare the author’s method to that of a naive research student 
who should buy a few copies of the War Cry and proceed to write 
a book on the English Christianity of To-day. The authoritative 
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literature, it appears, calls loudly upon the British public to 
abolish the Monarchy and the Army, to abandon India, to repu- 
diate the national debt, to rob the rich by Act of Parliament, 
and generally to carry on the Class War. After showing that 
the British public does not desire these things, the author de- 
monstrates the futility of the “ English Socialism of to-day by 
an account of the Anabaptists, the French Eevolution, and the 
Paris Commune. Calling his book The English Socialism of 
To-day y pretending to use “the ofiBcial programmes and the 
official publications of the principal Socialist bodies in this 
country,” the author practically confines his criticism of Socialism 
to the literature of a party which, on his own admission, is not 
English— a party which was recently described by Mr. Wells 
as standing for an “ extreme, old-fashioned, and implacable type 
of Socialist theory, limited, doctrinaire, and cantankerous.” 

But it does not suit the author's purpose to deny the serious 
evils which Socialists are engaged in combating. He admits 
them fully. Eemedial measures of the Fabian type are not 
Socialism, or they are the “Socialism of everyday life.” Each 
remedy is to be judged on its merits, but there must, apparently, 
be no reference to a general regulative principle. Lastly, after 
advising those who still believe in the efficiency of the State 
to take “a course pf attendance in the Gallery ” of the House 
of Commons, so that they may be disillusioned, the inevitable 
conclusion is reached that in Imperialism, Emigration, and Tariff 
Keforrn lies the hope of the workers. “ By far the most certain 
and eliective method of securing adequate and constant wages 
for the able-bodied and willing workers is to introduce a reason- 
able scheme of tariff reform. . . . The system of free imports is 
doomed by its inherent injustice and absurdity.” 

Thomas Jones 


American Business Enterprise. A Study in Industrial Organisa- 
tion. A Report to the Electors of the Gartside Scholarships 
on the Results of a Tour in the United States in 1906-7. By 
Douglas Knoop, B.A. (Gartside Scholar). Pp. xiv + 112. 
(Manchester : The University Press, 1907.) 

Few subjects at the present day are likely to excite keener 
interest than that of Mr. Knoop’s work, and it may be said at 
once that the author has not failed to develop its possibilities. 
The book is calculated to give a clear and accurate description 
“ essentially intended for the general reader,” and the author has 
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quite rightly eliminated everything of a technical character, giving 
his theme both the simplicity and the interest that are required. 
The rnain lines of division are, on the whole, well chosen and 
clearly marked, and the examples taken for the sake of com- 
parison or contrast from English industry are such as to bring his 
points forcibly before his readers. From the purely economic 
point of view, the book, whether intentionally or not, is in part 
an illustration and in part a development of the range and benefits 
of large production as worked out in Professor Marshall’s Prin- 
ciples of Economics. But it has of necessity some very obvious 
disadvantages. As the author himself says, “the whole is but 
a sketch at best,” and rather lacks that detailed analytical treat- 
ment of industrial conditions that is pt^rhaps a distinguishing 
feature of modern economic investigation. This was perhaps 
inevitable in view of the great range of the author’s subject, 
and the absence of any preliminary general treatment made it 
necessary, inclination apart, to give a general survey of the 
whole rather than a more particular investigation of any one part 
of it. Limits of space have, moreover, made the description 
unnecessarily brief, and the work might well have been doubled 
in length without any loss of interest. When all is said, however, 
American Business Methods is not only invaluable as a text-book, 
but will provide the necessary basis — hitherto lacking — for anyone 
who may wish to examine more closely any part of the structure 
of which Mr. Knoop has showed us the outline. 

The work is divided into two parts, in addition to a short 
introduction and summary. The first consisting of a single 
chapter with the title of “ Business Enterprise ” covers a rather 
wide field. It traces the industrial prosperity of America to the 
greater esteem in which a business career is there held together 
with the greater equality of opportunity that democracy gives, 
and shows how university education has been adapted towards 
giving a training suitable for this and the attitude adopted by 
business houses towards University graduates. It also contains 
a slight sketch of some special forms of enterprise, and describes 
more fully the growth and present position of production by 
corporations. 

Chief interest, however, attaches to the rest of the work. 
Following Professor Marshall the author predicates a limit to 
the efficiency of large scale production, and then proceeds to 
show the various outlets for the employ of further capital when 
thik limit is Cached. An interesting illustration is that in which 
he proves that, under certain conditions, the manufacturer will 
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sacrifice the advantage accruing from the ability to buy the various 
things needful for his work in favour of a process of integration 
that carries through the whole production from beginning to 
end, with the additional working up of the by-products. Further- 
more, certain conditions of the American market — the attempt 
to obtain a monopoly on the one hand, or dissatisfaction with, and 
an attempt to get rid of, the middleman on the other — may cause 
the manufacturer to enter fields not generally considered to be 
suited for his operations. For instance, the establishment of 
retail stores by companies engaged in production is a growing 
tendency and one due to several causes, among these being 
pressure on the part of the consumer. The results of this, in 
the direction of the cx)ntrol of retail prices by manufacture, are 
treated in a very interesting chapter (No. VI.), and the steady 
development of the direct selling of their goods by manufacturers 
is well worth the space devoted to it. At the same time, Mr. 
Knoop has been careful to avoid any danger of misconception by 
describing briefly the extent to which this has been carried in 
the chief industries. In conclusion, all the points raised are 
treated clearly and concisely, and an eminently useful index makes 
the book valuable for such references as the general English reader 
is likely to require. 

N. B. Dbarlb 

The Growth of Large Fortunes, A Study of Economic Causes 
affecting the Acquisition and Distribution of Property. By 
G. P. Watkins , Ph.D. Published for the American Economic 
Association by the Macmillan Co., New York, November, 
1907. Pp. iv + 170. 

Like many of the publications of American economists, this 
book shows the/admixture of juristic with purely economic ideas, 
which seems to be a common, if not the inevitable, accompaniment 
of American research. It is one that has too often produced a 
confusion of ideas which detracts considerably from their value, 
producing at the best some loss of clearness and consistency. 
On the other hand, in cases like the present, where the author 
rises superior to the innate difficulties of his situation, there 
are inany compensating advantages in the close connection shown 
to exist between the two sets of ideas, and in the proof that it is 
possible to reduce juristic qpneepts to an economic basis. Again, 
the juristic standpoint brings to light those phases of economics 
that a more purely specialised treatment is apt to omit. The, 
work before us studies the economic causes affecting the acquisi- 
No. 70. — VOL. XVIII. T 
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tion of property and its distribution ; and large fortunes are pro- 
perty, and all property is based on law. “ Eiches are a private 
right, and cannot be conceived without reference to an owner 
and legal relations.'* The book is not without faults. The author 
is at times inclined to grow fantastic, and a superficial survey 
inclined one to condemn the book as unreal and incoherent. This 
idea a fuller study has altogether dispelled. At the same time, 
the author has not always distinguished economic from juristic 
ideas, even as clearly as the circumstances permitted, and has 
sometimes spoilt a perfectly valid economic classification in at- 
tempting to improve upon it. But how essentially juristic are 
the ideas underlying so many economic postulates, and how close 
is often the connection between law and economics, are very 
well brought out, whilst the straiter sect of economists may 
well be reminded that even for the solution of essentially economic 
problems it is often necessary to borrow from the juristic field. 
The very treatment of the economic causes, affecting the juristic 
conception of property in large fortunes, shows clearly how often 
the basic ideas of political economy are at bottom purely legal 
ones. With all this, the impersonal charocter of many of the 
causes at work is not forgotten. Inequalities of faculties may 
become more effective. But if this is so, it must be because of 
changes in external conditions. These external causes are 
doubtless economic.*’ 

In the first place, the idea of acquisition as apart from produc- 
tion is foreign to the mind of the economist pure and pimple. 
Occupied solely with wealth or goods, which, “as such, need 
belong to no one,*’ being “objectively and impersonally conceived,” 
he forgets the idea of riches which ” quantitatively ** suggests 
“conspicuous magnitude and the receipt of income not due to 
labour.” He therefore thinks only of production, distribution, 
and exchange of the former, and the author’s description of the 
large part that “ acquisition” plays in the building up of large 
fortunes serves, as a reminder that much of the wealth of the 
individual cannot be in any way connected with production on 
his part, so that the purely economic definition fails to give 
account of the phenomenon. “Acquisition is reciprocal to pro- 
duction, the contrasted other end of the economic process. It is 
primarily the obtaining of economic control of existing values. 
... It is the culmination of the process. A good is produced 
once, but acquired many times.” It gives, therefore, a distinct 
place for inheritance, which neither production nor even distribu- 
tion, with the idea underlying it, as it does, of some return for 
a share in production, can altogether supply. 
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Similarly, the distinction made between two kinds of capi- 
talistic income, one involving active participation — as an entre- 
preneur — in production, and the other not, may move the scorn 
of the economic pharisee, but it has a clear element of truth. The 
right to interest, pure and simple, is an “abstract right to the 
usufruct of goods” obtained by acquisition, and the idea was 
worth emphasising. To use this distinction as a purely economic 
one, however, is to replace a clearly defined economic distinction 
by one which, however useful, as showing how much lies beyond 
the narrow confines of economics, is nevertheless lacking in 
clearness and in many respects a cross division. Economically, 
abstract property right is interest, the other thing interest plus 
wages of management and rent of ability — that is, interest plus 
profits, or, as J. S. Mill understood it, profits alone. 

The second chapter deals with the actually existing tendencies 
to the growth of large properties, and the author distinguishes 
between “mere value increase (value incremental), not at all 
purposed or produced by man,” and “ goods fructional income,” 
which is the result of the productive processes ; and, passing from 
this, he shows the importance attaching to the “ business man ” 
which makes him the probable holder of the large fortune. So 
far as America is concerned, he finds, as the result of his survey, 
that, except in agriculture, from which accrues a smaller and 
smaller proportion of the national production, large scale produc- 
tion and corporate organisation arc becoming increasingly pre- 
domirrant, resulting in a “shift from more democratic to less 
democratic or less necessarily democratic forms of property.” But 
he finds compensation for the small saver and small-propertied 
middle-class in the openings provided by the growth of corporate 
production. The short third chapter states the causes at work 
that led to America taking the lead in the growth of these modern 
tendencies. The work is accompanied by copious footnotes — 
many of which cover several pages — and a bibliography. It 
seems a pity that the publishers are not able to put the section 
or even the chapter at the head of each right-hand page, instead 
of, as they do, putting the title of the work only. 

N. B. Dearlb 

The Trade and Administration of the Chinese Empire. By 
Hosba Ballou Morse, Commissioner of Customs and Statis- 
tical Secretary, China. (London : Longmans.) Price Is. 6d. 

This first-class work is the outcome of thirty-three years of 
successful service in the Imperial Maritime Customs, in the 

X 2 
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Statistical I^epartment of whch Mr. Morse has long made his 
local mark ; in addition to which he has from time to time con- 
tributed valuable papers to the Shanghai Branch of the Eoyal 
Asiatic Society, thus constituting himself qmte an authority upon 
Chinese banking and currency questions. So far from being a 
mere academical study, this exceedingly cheap book of 450 pages 
is thoroughly practical, and breathes personal experience and 
seasoned knowledge in almost every line; — “almost,” because 
one chapter, that on the ancient and general history of China, 
has been judiciously left to the capable pen of the Eev. F. L. 
Hawks Pott, whose Sketch of Chinese History, published about 
two years ago, eminently qualifies him to deal with this subject. 

British merchants, bankers, and manufacturers, however busy 
they may be, will find it very much to their immediate interest 
to study carefully the chapters on revenue and expenditure, and 
on the currency. Mr. George Jamieson (formerly Consul- 
General, and, off and on, Acting Chief Justice at Shanghai) and 
Dr. J. Ferguson (Adviser to the Nanking Viceroy, and Secretary 
to the local Asiatic Society) have both of them done valuable work 
in connection with revenue and currency questions respectively. 
Mr. Morse, whilst handsomely recognising his indebtedness to 
these (and to others who need not be enumerated), now brings 
their results up to date, and develops them by the light of recent 
events : bankers and investors will be particularly interested in 
the appendix showing the total foreign debt secured on customs 
revenues up to the close of 1906. All this financial puzzle is 
made still more clear by a short supplementary chapter on weights 
and measures. The author says frankly in his preface : “ I have 
written for the reader of to-day. I can add little to the know- 
ledge of the sinologue.” This is as it should be, for, apart from 
the fact that we are already overwhelmed by unreadable books 
dealing with historical and philosophical matter of great ob- 
scurity, there would be no space in a commercial work of this 
kind to deal with such matter, even if hard-headed mercantile 
men could be persuaded to read it. The chapter on foreign 
trade, and the wonderful diagram showing its course during the 
forty years 1864-1904, are really remarkable productions. The 
following chapter on internal trade is perhaps the first serious 
attempt to handle that intricate subject, as a whole, systematic- 
ally, and it ought specially to interest syndicates, speculators, 
and concession-hunters on the look-out for new openings. 

But nowadays the formidable cry of “ China for the Chinese ” 
has both gone up and been caught up like wild-fire, and in 
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future it will not be so easy to get foreign fingers into the 
Chinese pie — witness, for instance, the compromises we have our- 
selves had to make regarding the Peking Syndicate concessions 
in Shan Si, and the Shanghai-Hangchow Bailway concession in 
Cheh. Kiang province. 

Mr. Morse’s description of the Insi»ectorate of Customs and 
its methods of work strikes an entirely new note : the interesting 
story is told with the precision and incisiveness that might be 
expected from one who has, so to speak, worked his way up from 
able-bodied seaman to the commander’s bridge. It is pleasant 
to read such handsome public recognition of Sir Bobert Hart’s 
life-work : there has recently been too much tendency in the 
Press of China to grumble at and administer a parting kick to 
the old hon now retiring for rest in his native lair after an un- 
precedented period of fifty years’ faithful service. The chapter 
on the Government is brought up to the last possible moment, 
and includes all the recent changes which have been made in 
the administrative system : it is doubtful if so matter-of-fact and 
lucid a statement of the way in which China is governed has ever 
before been made in so short a space : there is just enough of it 
to give to those who know almost nothing about it — the vast 
majority — a sound, general idea of main principles without weary- 
ing them with unnecessary detail. And, by the way, there is a 
point in technique to be noticed ; throughout the whole book the 
mark of the aspirate in Chinese words is never once used : it must 
be c:|plained that all Chinese words beginning with consonants 
have what we call in Europe aspirated and unaspirated forms, 
e.g., ting and t’ing, the difference between which in speech is 
fundamental. It is characteristic of Mr. Morse’s broad view of 
what the general public wants that he absolutely ignores all this 
detail, which, after all, is of no more importance to the work- 
a-day world than the equally fundamental (and irritating) differ- 
ence between kyo and kyd in Japanese words, or n and n in 
Indian words. 

Mr. Morse’s exceptional position as a searching and dis- 
criminating investigator into the almost hopeless mysteries and 
convolutions of Chinese currency has already been mentioned; 
this masterly chapter, with its excellent illustrations, is a reprint 
from the local Asiatic Society’s journal, and may be as 

the last available word, including most of the results obtained 
in a similar field by Ferguson, J ernigan, and Father Hoang. Extra- 
territoriality with its many abuses is handled in a very fair and 
judicial vein. Opium and, above all, morphia, which last has 
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already within a decade created alarming ravages, are shown 
up in their truest light, taking account, of course, of all the recent 
reform legislation. Internal trade is not a subject which has been 
systematically treated before in books, though, of course, Mr. 
Morse himself, amongst other Customs Commissioners, has fre- 
quently studied the question in his official reports to the “I. G.” 
Finally, the provinces and treaty-ports, together with their 
respective capacities and resources, are brought together in tabu - 
latcd form, and the speculative British merchant is able to see 
at a glance where his account lies, should he be looking round 
for a new gtte. In a word, Mr. Morse’s remarkable book is the 
most readable and informing of its class. Chinese in itself is 
not a popular study, whether it be in language, history, or 
philosophy; the modern commercial Gallio will therefore find 
exactly what he wants, without having to care for any of these 
things. 

Q. 

L’ Individmlisme Economique et Social. By Albert Schatz. 

Pp. 590. (Paris : Armand Colin, 1907.) Price 5 fr. 

The influence of the historical conception on economic theory, 
as, indeed, on almost every other branch of knowledge, is now 
so generally recognised as to have become a commonplace of 
current thought. To appreciate adequately the import of any 
economic doctrine, it must be studied in its historical develop- 
ment, and the theories of writers of the past must be interpreted 
in the light of the whole economic environment, including the 
philosophical thought of the time. This is a truth that finds, 
as we shall presently see, ample recognition in the work 
before ns. 

By this learned and exhaustive study of the origin, evolution, 
and contemporary forms of individualism. Professor Schatz has 
earned the gratitude of all serious students of the history of 
economic theory. The work, we are told in the preface, is a 
rdsumd of a course on the history of economic doctrine, delivered 
before candidates for the doctorate in political and economic 
science in the University of Dijon. While in this Jotjenal we 
are concerned with it mainly from the economic standpoint, it 
is certain that M. Schatz’s comprehensive treatment of the 
subject will appeal strongly to students of the history of political 
science, as well as to those more especially interested in the 
history of economic doctrine. The book reveals throughout the 
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intimate connection of the political and economic theories of 
different ages with the contemporary facts of political and social 
life, on the one hand, and with the tendency of general philo- 
sophical thought on the other. The chapters on the “Psycho- 
logical Basis of Individualism," on “ Sociological Individualism," 
and on “ Anti-State and Anarchist Individualism,” will suffice 
to exemplify M. Schatz’s recognition of the influence of philo- 
sophy, while, as illustrating the influence of economic facts, we 
may take his statement of the conditions under which Malthus 
and Bicardo wrote (pp. 161, 193), or, again, of those which gave 
rise to the doctrine of economic harmony as formulated by Bastiat, 
and to Carey’s modification of the Bicardian theory of rent 
(pp. 259-62). 

Prof. Schatz’s work, it should be explained, falls into two 
parts, of which the first deals with “the formulation of the 
classical liberal doctrine,” while the second and much the larger 
part discusses in greater detail ‘ ‘ the different aspects of in- 
dividualism in the nineteenth century.” Individualism, as it 
appears in Greek philosophy, does not fall within the scope of 
the work. Our author confines his attention to the modern type, 
and this at the outset he is careful to distinguish from egoism. 
“In the reality of things, isolated individuals — Bobinson on his 
island, Simeon the Stylite on his column, and Alcestis fleeing to 
the desert on the approach of men — are the exceptions who are of 
no other interest to the economist than that they furnish him 
with more or less probable hypotheses” (p. 559). Living man 
is a social being, and individualism is concerned with him in his 
social relations. 

Of individualism in this sense, the origin is found in the 
mercantile system, and the anti-interventionist and hberal reac- 
tion to which it gives rise. “ Spirit of independence and eman- 
cipation, it requires, before becoming a doctrine, to struggle 
against the spirit of subordination which is the soul of mer- 
cantilism, and. that struggle in which it has against it all the 
historical past of the nation and the hereditary formation of 
individual temperaments can only be successfully undertaken 
when the excessive intervention of the State has produced grievous 
results” (p. 14). Again, “Industry is stifled under the strict 
rules which are imposed on it, and which become more and more 
incompatible with the growing complexity of economic life ” 
(p. 30). 

But at the basis of all economic doctrine there is a psycho- 
logical theory, and this our author finds in Hobbes, who estab- 
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lishes personal interest as the essential motive of our action. 
By the school of the moral sense, personal interests are shown 
to be not divergent, as with Hobbes, but convergent and har- 
monious, while Mandeville shows that the harmony of interests 
is not voluntary, but involuntary and objective, resulting from 
the natural interweaving of our actions in a society where division 
of labour reigns (pp. 40-44). 

There follows an exposition of the classical liberal doctrine 
of the eighteenth century, as embodied in the doctrines of the 
Physiocrats in France, and of Hume and Adam Smith in 
England ; and the first part of the work is completed by a dis- 
cussion of the constitution of scientific liberalism as set forth 
in the theories of value, population, and rent. This plan involves 
the covering of much already familiar ground, and thus affords 
only limited opportunity for adding to what is now current 
economic knowledge. But, in summarising the views of the 
different authors, whose work he has selected as typical, M. 
Schatz shows marked expository power and skill in interpreta- 
tion. In illustration of this, we may point to his account of 
the Eicardian theory of rent (pp. 176-81), or his comparison of 
the protectionism of Malthus w'ith that of List (p. 184), or, again, 
his remarks on Mills’ theory of international value (pp. 2-23-4). A 
striking example of M. Schatz’s method is his treatment of the 
philosophy of Hume and Adam Smith, which he holds to be re- 
lated to that of the Physiocrats in its theism and optimism, while 
it differs from the latter in being empirical and realistic. Of Adam 
Smith’s reference to the “invisible hand,’’ our author says; 
“ Sans doute, il y a plutdt Id, chez Smith, une metaphore sugges- 
tive que V affirmation d’une foi irraisonnee, mais Videe thMste est 
dans son esprit ’ ’ (p. 116) . Specially worthy of notice is the critical 
examination of that much-discussed doctrine of Adam Smith on 
the measurement of value — a doctrine based, as M. Schatz ob- 
serves, on the old idea of Helvetius, the original identity of 
men (pp. 129,- 495). 

The classical liberal doctrine flourished in a society where 
production was regarded as the main consideration and problems 
of distribution were as yet treated as of secondary importance. 
In his second part, devoted to the different aspects of indi- 
vidualism in the nineteenth century, M. Schatz begins by dis- 
tinguishing between Liberalism, the form which the old classical 
liberal doctrine now takes in France — “a social system which 
exalts liberty, and, by reason of the good effects which are believed 
to follow it, sees in liberty an end in itself, an ideal that should be 



1908] SOHATZ: Ii’lNDIVIDtFALlSMB BCONOMIQUE BT SOCIAL 301 

realised by all means”— and Individualism, the form which it 
takes in England — a social system which exalts the individual, and 
which, though it is, like Liberalism, founded on liberty, yet claims 
that, not as an end in itself, but merely as a means for the realisa- 
tion of a higher end, the development of individual character. 
” Avec Stuart Mill, nous verrons la doctrine classique ivolucr vers 
Cette conception plus large et plus souple, plus susceptible de se 
plier aux nicessiUs ^conomiqucs nouvelles” (p. 198). 

But surely as much might be said of the ‘‘ simple and obvious 
system of natural liberty ” itself, in his treatment of which M. 
Schatz, it appears to us, does something less than justice to Adam 
Smith’s position. After mentioning a number of the exceptions 
allowed by the latter to the rule of non-interference, M. Schatz 
says : “ 11 y a done une certaine dose d’ opportunisme dans les 
prdeeptes que conduit A formuler le syst^me de liberty naturelle.” 
(p. 145). Adam Smith’s system of natural liberty is really a much 
more comprehensive system than the system of laissez-faire, and 
the difference is not to be accounted for by ‘‘ opportunisme," how- 
ever generous the interpretation of the term. 

But to resume. In his second part, M. Schatz deals in suc- 
cessive chapters with the complementary developments of the 
classical doctrine by Dunoycr with his seven economic stages 
in evolution (p. 202), and by J. S. Mill — "le veritable reprd- 
sentant de V individualismc dconomique ” (p. 217) ; the con- 
stitution of orthodox liberalism by Bastiat and his disciples ; 
the cpnjunction of economic and political liberalism ; the indi- 
vidualistic interpretation of history by de Toqueville and Taine ; 
liberalism and Christianity; the sociological individualism of 
Herbert Spencer; anti- State and anarchist individualism; and, 
finally, aristocratic individualism in its economic and philo- 
sophical aspects. The book closes with an admirable summary, 
in the course of which the points of contrast between socialism 
and individualism arc emphasised. The mere enumeration of 
the topics discussed will afford some idea of the comprehensive 
nature of M. Schatz ’s work. 

To compress within moderate limits a summary of the opinions 
of so many different writers is obviously a work of immense diffi- 
culty, but M. Schatz, it seems to us, has achieved a large measure 
of success. He shows clearly the connection of the different 
stages in the development of thought, and in dealing with the 
most important writers he is careful to let us know suflScient of 
the man, his life, and his work to enable us to appreciate hia 
place in the development of individualism. The chapter on J. S. 
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Mill, one of the best in the book, may be taken as a case in point. 
M. Schatz’s critical commentary, which is never allowed to 
obscure the meaning of the writer whose views he is expounding, 
is always instructive. Take, for example, his treatment of the 
different types of anarchism. In this connection his critical 
examination of Proudhon’s attempt to carry into the economic 
sphere the logic of Hegel (p. 493) may with advantage be com- 
pared with Dr. Sonar’s treatment of the same subject (Philo- 
sophy and Political Economy, p. 391). 

While M. Schatz shows a remarkably extensive acquaintance 
with English economic literature, he has strangely neglected some 
of the more recent writers. Neither J. S. Mill himself, nor 
Cairnes (who is mentioned in a footnote), has said the last word 
on economic methods, and no writer dealing with the economic 
functions of the State can well afford to ignore the work of 
Sidgwick. At the same time, there is no book with which we 
are acquainted that covers quite the same ground, though in some 
respects it suggests, as in the case already mentioned, comparison 
with Dr. Bonar’s well-known work. It is a book of which one 
can safely predict that it will take a high place in the literature 
of the subject. 

Abch. B. Clark 


Zur Lehre von den Bediirfnissen. By Dr. Franz (Jtjhel. 

(Innsbruck, 1907.) i 

It is now well recognised that there is a borderland which 
belongs to economics and psychology, or, rather, that there is 
a good deal of psychology which economists ought to know and 
in which professional psychologists take little interest. How 
often do we not find that an economist deals with the psychology 
of demand when he is by no means a good psychologist? Many 
economic laws are psychological, yet how few economists have 
studied psychology? 

This book is a painstaking study of the psychology of needs, 
combined with a criticism of the views of economists ; the present 
reviewer is not well enough equipped as a psychologist to be able 
to offer any useful criticism, which should be made in those 
journals which are read by psychologists, but ventures to call 
the attention of economists to the fact that they ought to read 
this book. 


C. P. Sanger 
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Brtrag und Einkommen auf der Grundlage einer rein subjectiven 
Wertlehre. By Pbofbssob Db. Eobebt Libfmann. (Jena : 
Gustav Fisher, 1907.) 

Pbofbssob Liefmann’s pamphlet deserves the careful con- 
sideration of economists. The main point of his position can be 
stated shortly, although it is not easy to see how far-reaching the 
logical results of it may be. Is it true that “All production, 
which is not technically unsuccessful, gives rise to a profit 
(Ertrag)”? “No,” says Professor Liefmann. Land, labour, 
and capital produce products ; whether such products are industrial 
goods (wirtschaftliche Guter), or, in other words, whether there 
is a profit, depends upon the subjective valuation of them by 
mankind. Demand, which is psychological and subjective, gives 
value. Products, not values, are made by the technical processes 
of production. Similarly, costs are not products, or means of 
production, or work, but are the value of means of production 
or worth. It is not true that the value of finished products is 
derived from the value of the raw material and means of produc - 
tion ; it is the value of the finished product that gives the value 
to the means of production. Such, in brief, is the contention. 

It is the case that before 1870 economists had strangely 
neglected the demand side of the problem, and, consequently, 
had an erroneous theory of value ; later economists have doubtless 
made use of expressions which are not accurate — expressions 
which confuse the thing and the value of the thing, and which 
appeal* to assume that value may exist without demand. How 
far such inaccuracies of expression have really represented con- 
fusion of thought and have led to definite errors in their results 
can only be determined by a careful criticism of each economist’s 
writings. Such a criticism cannot be undertaken here. Ertrag 
und Einkommen is so short (only seventy-two pages) that anyone 
can easily find time to read it ; it was most wise of the author 
to publish his views in this way and other than in a ponderous 
treatise. His arguments are clearly stated; the national 
economists should meet them or confess their errors. 

C. P. Sangbb 

Die Exportpolitik der Kartelle. By Dr. Wilu Mobgenboth, 
Chief Librarian of the Cologne Commercial College (Handels- 
Hochschule). Pp. 119. (Leipzig : Duncker und Humblot, 
1907.) 

Db. W. Mobgbnboth's short monograph is a valuable con- 
tribution to the rapidly-increasing literature which has be«n called 
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into existence by the syndicate movement in Germany. That 
literature is by no means furnished by one side, for while the 
cartells and syndicates have many severe and even furious critics, 
they have also many stalwart defenders, and it is a notable fact 
that at least one of these occupies a prominent place in the party 
of theoretical Socialism, viz., Herr Eichard Calwer, who, in a 
study of recent date, stated the case for the syndicates as per- 
suasively as it could well be done. Dr. Morgenroth does not 
write as an opponent of syndicates on principle ; on the contrary, 
he is willing to acknowledge that, if properly constituted and 
administered, they may represent a decided advance in the 
efficient organisation of industry. He contends, however, that 
the syndicates, if they would justify their existence and com- 
mend themselves to the general body of consumers, must operate 
in the interest of the body economic as a whole, and abandon 
their present sectional standpoint. 

Dr. Morgenroth discusses the much controverted question of 
the relationship between the syndicates and protective legislation, 
and comes to the conclusion — which is accepted pretty generally 
in Germany — that while protective duties need not be absolutely 
indispensable to the formation of syndicates, they immensely 
increase the efficiency of the latter as institutions for the restric- 
tion of competition. The reciprocal relationship between syndi- 
cate and import duty is, however, a fact which hardly needs 
special enforcement in the case of Germany, for the negotiations 
which took place in connection with the new customs tariff tjhowed 
the syndicated mineral and iron industries to be very much alive 
to the advantage of a secure home market. Nevertheless, Dr. 
Morgenroth rejects Klein wachter’s description of the syndicates 
as the “ children of need,” and points to the fact that some of 
the most successful syndicates have been formed by a union of 
specially powerful undertakings. 

“The smaller the number of the undertakings,” he says, 
“the easier it is to syndicate them.” Obviously, however, the 
more necessary as well, from the standpoint of the comjieting 
concerns, since their very fewness and strength accentuate the 
rivalry between them, and point to combination as the true line 
of safety. 

It is Dr. Morgenroth’s special purpose to examine the export 
policy of the larger syndicates, and to estimate their influence 
upon foreign trade generally. In the course of this part of his 
investigation, he lays down four theses, which may be thus sum- 
marised : (1) Owing to the high prices which a syndicate is able 
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to obtain at home, it is able to sell abroad either at small profit 
or, if it seems judicious, at an absolute loss, and yet, on the 
whole, secure good average prices and satisfactory profits. (2) 
Owing to technical improvements in the processes of production 
and to economies in other directions, it is possible for a syndicate 
to sell abroad more cheaply than independent undertakings in 
the same industry. Exports are further stimulated by the pay- 
ment of export premiums to the affiliated concerns, which are 
to that extent able to sell more cheaply in foreign markets. (3) If 
a syndicate produces raw material or half-manufactured goods 
used in other industries, an export policy following the above 
lines incapacitates these industries from competing in foreign 
markets. (4) Worse still, the effect of the “dumping” of such 
raw material and half-manufactured goods by powerful syndicates 
is that foreign competition in finished goods is encouraged in the 
home markets. Dr. Morgenroth advances a multitude of facts 
and figmes in proof of these propositions, many taken from the 
proceedings before the Government Cartell Commission, bu+ 
others collected by independent inquiry. He especially estab- 
lishes beyond doubt his contention that some of the cartells in 
the iron and steel industry have inflicted great injury upon home 
manufactures, owing to their policy of selling dearly at home and 
cheaply abroad. 

“ Some industries,” he writes (pp. 46, 47), “ have actually been 
created abroad owing to this policy of the cartells. The Bhine 
shipbuilding industry has from this cause been in part transferred 
from Germany to Holland, where the yards, being situated in a 
customs-free market — in which Germany, Belgium, and England 
underbid each other — are able to buy their plates and sheets 
much more cheaply than the German cartell sells them to the 
German yards. In the same way the iron construction works 
in Holland have become wonderfully efficient, chiefly owing to 
cheap German steel. In Belgium the wire tack industry is said 
to have been built uj) on cheap German material.” Dealing with 
the common contention of the syndicates that this “ dumping” 
is good for the home market, inasmuch as it clears off superfluous 
stocks, and counteracts over-production. Dr. Morgenroth contends 
that if over-production can only be prevented by this means, one 
of the principal merits claimed for the cartells proves illusory, 
and he holds that if the low prices charged abroad were offered 
at home instead, a great stimulus would be given to the manu- 
facturing industry, and new outlets would be created both for 
capital and labour. 
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He comes, therefore, to the conclusion that the cartells have 
not promoted export trade on healthy lines, and that the exports 
which they have encouraged have in the main been merely ‘ ‘ crisis 
exports,” the effect of which has reacted unfavourably upon home 
industry just at a time when it has been least able to hold its own 
against foreign competition. “It is not too much to say that, 
without the syndicates, their dividing-out of production, their re- 
striction of competition, and their price policy, the exports of the 
industries affected would have increased much more rapidly, for 
without them production would have increased to a greater extent, 
and this would have led to larger exports. The syndicates cannot 
therefore be regarded as a means of promoting a strong export 
trade.” It is only fair to suggest that if Dr. Morgenroth is right 
in his assumption, there is no certainty that the “dumping,” 
which is wrong in the syndicates, would not have been resorted 
to by the individual undertakings. In passing, it may be noted 
that Dr. Morgenroth is of opinion that the syndicates in the 
mineral and iron industries have to some extent cut the ground 
from under themselves, owing to their encouragement of the 
powerful “mixed” works, which are (he holds) in a position to 
dispense with the aid of syndicates and even of protective duties. 
He touches here a question of deep interest, viz., the domination 
of tho “ mixed ” works in Rhineland and Westphalia, and their 
present influence upon the “pure” works. A study of this 
development and of its relation to the wider question of the syndi- 
cate movement would be of extreme value, and Dr. Morgenroth 
would render a further service to industrial economics if he 
directed his investigations in this channel. 

William Harbutt Dawson 

Maternitd, e Lavoro. By Berta Novich. Pp. 340. (Milano .* 

Remo Sandron, 1907.) 

In this book the author makes an impassioned appeal for 
compulsory payment of wage-earning mothers by the Stat^uring 
the time of enforced absence from work. She traces at length 
the entry of women into the industrial field, showing that their 
earnings are necessary to the support of the family. The father, 
unaided, can no longer provide for the maintenance of his house- 
hold, and to supplement his inadequate earnings the mother must 
frequently take upon herself a double burden. Maternity, more- 
over, lowers her economic value, and she is paid on a lower scale 
than a man for equal work. To add to her difficulties, her earn- 
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ings, indispensable during normal periods of good health, cease 
altogether during her month of enforced absence from "^ork, and 
at a time when deprivation is necessarily more acutely felt. 
Mother and child are insufficiently nourished, and ill-health and 
sickly constitutions are the natural result. Thus we rear a puny 
race of workers. From the point of view of the State, as much 
as from that of the individual, it is of the first importance to 
recognise the urgent claim of wage-earning mothers to com- 
pensation for enforced absence from work. 

For what has been attempted in Italy in the matter the 
author has but little that is good to say, and she altogether ignores 
the fact that Italy is the first country which has proposed legis- 
lation on the subject. The Factory Act of 1902, which was the 
first law to restrict in any way the labour of women in Italy, laid 
down that women may not return to work under one month after 
the birth of a child. In order to compensate workers during 
this time, it was suggested that a national fund should be founded 
for the purpose. The Labour Department undertook an invest! 
gation after the Act of 1902 was passed, in order to ascertain 
to what extent the fund was needed, and the number who would 
benefit by it. In 1904 the results of the inquiry were published, 
and stress was laid on the abnormally high death-rate among 
infants of wage-earning mothers, and the low birth-rate in that 
class. In 1905 a Bill was introduced by the Minister of Agri- 
culture, Industry, and Commerce, which was intended to sup- 
plemeut the Act of 1902, and applied, therefore, only to women 
who come under that law. It provides for a fund to be raised 
by (1) an annual compulsory payment for every woman worker 
from 15 to 50, to be paid half by the employer and half by 
the worker; (2) fines from employers who have broken the 
Factory Act ; and (3) legacies and donations. The worker’s con- 
tribution will be drawn from her earnings by her employer. The 
estimated amount of the fund required is based on a careful 
calculation of the general earnings of women from 15 to 54, and 
on the birth-rate among women operatives. From this fund 
would be given to every worker at child-birth a daily grant during 
the period she is compelled to be absent from work— thr grant 
ranging from lOd. to 2s. 6Jd. per day, in proportion to the amount 
of her earnings. After the first introduction of the Bill, a 
Parliamentary Commission was formed to inquire further into 
the matter, and it was again brought forward in December of 
last year. The Bill has not yet, however, been Tr.q./lA law. 
Voluntary funds have been raised to meet the need of maternity 
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instiTanoe at Turin, Eome, and Milan, but a strong feeling exists 
in favour of a national undertaking. 

The author is opposed to the voluntary associations, urging 
that they are totally inadequate, that they merely add one more 
burden to the shoulders of the woman worker, and that they 
remove the responsibility from the State. Nor does she approve 
wholly of the proposed Bill, partly on the ground of its insuffi* 
ciency, partly because the arpouut of the fund is estimated on 
a wrong basis. The present birth-rate among wage-earning 
women, which is far lower than the birth-rate for all classes, 
would rise as soon as insurance was granted. Moreover, a greater 
number of mothers would seek work in the factory. 

In a final chapter of suggestions, the author throws out pro- 
posals of a somewhat impracticable nature with regard to length 
of absence from work, reduction of hours worked per day, and 
medical supervision. Her aim, apparently, is not the indirect 
one of preventing the employment of married women in fac'/torios, 
although this would be the inevitable outcome of the adoption of 
her proposals. 

Marorteta Beer 

HEPI AnOrPA^HS. A M ANAPEAAOT. Athens : EAET- 
eEPOTAAKHS, 1908. Pp. 47. 

Tins is a lecture, on the Census, given by Professor 
Andreades, of the University of Athens. The Greek, which is 
his native tongue, imparts, by its classical associations, a certain 
piquancy to his valuable remarks on modern statists and statis- 
tics. The denizen of Western Europe will not immediately 
recognise, under the veil of a learned language, tov BXcdk or 
rov Bepriytop. He will wonder what modem journal is men- 
tioned by the designation rov Taifi<;, Not all the persons 
mentioned in connection with a census ap|>ear as much 
at home in Greek sun'oundings as Cecrops, King of Attica, to 
whom an old historian ascribes the first enumeration of the 
Athenian people. Prom an historical retrospect we pass on to 
the uses of the census, one of which is peculiar to modern times, 
to secure the distribution of voting power in proportion to popu- 
lation. The questions asked in the Greek census suggest some 
interesting remarks. The first demand, Name, does not render 
the second, Sex, superfluous. For in Greece there are many 
female names, Alexandra, Constantina, and the like, which 
differ little from the corresponding male forms, and the differ- 
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ence is apt to be disguised by the bad handwriting in which the 
returns are often made. The second question brings into view 
the curious circumstance that in Greece the men outnumber 
the women in the proportion 100 to 92, while in the rest of 
Europe the preponderance is the other way — 1,026 women to 
1,000 men. Professor Andreades is disposed to accept the 
generalisation that Asiatic races have an excess of women, 
European, of men. Thus in Japan there is a considerable excess 
of men ; and in the East of Europe the excess of women is less 
than in the West. Greece perhaps owes her exceptional excess 
of men to the occupation of the Turks. If so, that occupation 
left behind it one good result, in the judgment of our author, 
which deserves to be quoted in full. “ In order that women 
should marry easily men should be in excess. It is desirable 
that unmarried women should not become numerous, as in 
politics and social life they are far from being elements of con- 
cord and order. We Greeks have an unpleasant experience of 
this, in spite of the fact that our women are in the minority. 
The English have an even bitterer experience. The unruarried 
women of England, the number of whom amounts to about a 
million, form a peculiar class which has been called ‘ the third 
sex.’ Lowering wages by their competition with the men, 
claiming political rights for w'omen, and introducing a freedom 
of action which is far from favourable to domestic life, this class 
has become an element of which the disturbing effect is very 
inarlvcAl.” The views of Pericles respecting the sphere of woman 
seem to have been inherited by the distinguished modern 
Athenian. Going on to another head of the census, the “ Civil 
State,” as our statisticians say. Prof. Andreades points out that 
inferences as to the character of a ])cople from the number of 
marriages must be made with caution. In Greece, account must 
be taken of the excellent custom — literally “sacred tradition” 
— that brothers must see their sisters settled in life before they 
themselves marry. Professor Andreades concludes his striking 
and instructive address by combating the prejudices against 
the census, which seem to be as strong in Greece to-day as they 
once were in England. He reminds the devout of the memor- 
able journey to Bethlehem that was undertaken in obedience 
to the requirements of the census ; he warns the patriotic that 
deficiency in this branch of statistics is generally regarded as 
a mark of an imperfect civilisation. 

F. Y. Edgeworth 
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The Editor has received the. following communication from Major 
Darwin : — 

From Prof. Stanley Turner’s review of my book on Municipal 
Ownership in the March Economic Journal, I see that I have not 
altogether escaped the pitfalls which accompany condensed writing. 
Nor, I think, has my reviewer. As representing the substance of an 
argument of mine, it is stated that “ Tramways owned and worked 
by Municipalities yielded an average net profit of only 8/lOths per 
cent, on the total capital, while those owned, but not worked, by 
Municipalities yielded about 2 per cent, to the local authority.” 
Now I did not say that these results had actually been obtained. 
My words were that ” the figures indicate that a city should expect 
to obtain^ whilst the debts remain unredeemed, a net profit of about 
8/lOlhs per cent, on the capital by working its own railways (tram- 
ways); whilst by leasing thorn out it might expect to make about 
2 per cent. ; provided that the same conditions held good in the two 
cases as to sinking funds/' It is to the qualifying phrases now 
printed in italics that I should like to direct Prof. Turner’s attention; 
because the figures he gives later on, whicli are the actual net 
profits, naturally differ from mine, which represent hypothetical 
profits on certain conditions. The net profits made by Municipali- 
ties obviously increase concurrently with the redemption of their 
trading debts, and it seemed to me best to estimate what profits 
they would have been making if none of their debts had been re- 
dcjemcd; because what we want to know is whether under these 
conditions their true profits would or would not cover the charges 
for their sinking funds. As the proportion of the capital provided 
which had been redeemed differed considerably at the date in ques- 
tion in the cases of the two classes of tramways being compared, this 
inequality was thus also allowed for. Moreover, 1 endeavoured in 
a more questionable mariner to make an allowance for the difference 
in the sinking fund charges, whilst other inequalities perforce re- 
mained uncorrected. All these defects, however, seemed to me to 
be covered by my remark that my calculations were ” untrustworthy 
for various reasons.” In short., 1 merely wush to point out that my 
figures, though open to criticism, are not mere blunders. 



NOTES AND MEMORANDA 


The Budget of 1908. 

Owing to the special circumstances of the political situation 
this year’s I budget, by a return to a course deserted for sixty 
years, has been ‘'opened by ” the Prime Minister himself, and 
this unwonted proceeding has added piquancy to an occasion suffi- 
ciently interesting on other and more substantial grounds. Im- 
provements in financial returns and the wider circulation given 
to their contents by the Press have taken away most of the 
mystery that used to surround the national finances. Keceipts and 
expenditure are made known to the public during the progress 
of the financial year, and at its close the balance of the accounts 
is obvious. Further, the estimates for the expenditure of the 
coming year are published, and supply data for a calculation as 
to tlie revenue needed. Thus the ex}X)under of the modern 
Budget has only to place in a clear light a series of facts already 
known in det^vc-hed part.s. His constructive task b(‘gins with the 
alterations in administration and taxation that he may propose, 
and these were awaited with keen expectation. In the present 
case the nari*ative has proved a cheerful one. In sj;>ito of declines 
in excise and stamps, the revenue has decidedly exceeded the 
estimates, while expenditure, even with supplemental estimates 
approaching a million, is lower than the amount provided for. 
As the outcome of these facts the year shows a surplus of 
dG4, 720,000. But this figure, large as it is, gives a very 
inadequate idea of the real excess of receipts over outlay, for the 
terminable annuities and the new Sinking Fund have paid off 
large accounts of debt amounting in the aggregate to nearly 
fifteen millions,^ and this figure must be added to the so-called 
“ realised surplus ” in order to get the true excess of income over 

1 The precise amount is difficult to state, for (1) the funded debt has been 
redeemed under par and so has the portion of the war loan of 1900 bought in ; (2) the 
terminable annuities are a complication in framing the true account. 

Y 2 
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outlay. After allowance has been made for the **old Sinking 
Fund/* or realised surplus of 1906 *7, it appears that the true 
surplus for 1907“8 is between £14,000,000 and £15,000,000, or 
more than the total yield of the duties on tea, coffee, cocoa, and 
sugar. Were the country resolved to leave the debt at its present 
level and disinclined to increased expenditure, the free breakfast- 
table might be at once brought into existence. But neither of 
these sentiments is felt by the administration which is prepared to 
continue the policy of debt-reduction, though at a lower rate, and 
is likewise ready to incur fresh charges for the purpose of social 
reform. 

Before dealing with the principal i)arts of the Budget scheme 
two less prominent but really imi>ortant points may be noted, 
viz., (1) the absorption of the local taxation account in the 
general finance, and (2) the proposed reconstruction of the 
revenue departments. By a clause of the Finance Bill of 1907, 
Lord Goschen’s unfortunate device of assigning parts of special 
taxes to the aid of local finance has disappeared, and it would 
seem that in the future the allocation of the amount quoted for 
this purpose should be voted by Parliament after due explanation 
by the Minister accountable. The advantage of bringing all 
revenue collected by the Htate into the Budget account is obvious, 
though the fact that central expenditure does in this way supply 
a part of the local receipts should not be disregarded in estimating 
the total burden imposed on the country. As to the second, it 
cannot be denied the duties of the Excise and Chistoms Depart- 
ments are closely akin. Even at present ‘‘the two departments, 
though nominally independent, transact much of each other’s 
business.” ^ The wisdom of placing the taxation of commodities 
under a single department ought to be manifest. It was implied 
in Walpole’s excise scheme, and is specially important in a free- 
trade country. The proposal in the Budget to transfer the 
excise from the Inland Revenue to the Customs is therefore to 
be welcomed as tending to greater clearness and higher efficiency. 

The great interest of the Budget, however, centres in the long- 
announced ]>lan for old age pensions, and to this topic the Prime 
Minister devoted a large part of his speech. Nevertheless, it is 
true that, strictly speaking, expenditure on pensions of any kind 
is, as such, on the same line as military or naval expenditure and 
therefore the policy docs not belong to the financial department. 
A pension measure is like the territorial army plan of the War 
Minister, to be considered on other than financial grounds. But 

* Dictionary of Political Eccniomy, Art, “ Customs,^* 
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if justification of the course actually taken be needed it is to 
be found in the dependence of the pension scheme on sound 
finance. Unless due provision is made for adequate funds, there 
must be a disastrous collapse. The basis of the measure is to be 
found in the largeness of the surplus revenue. It is this cardinal 
fact which governs the situation. Whether old age pensions are 
desirable or not is a question, not of finance, but of social policy. 
Their possibility rests on the guarantee of a revenue suflicient to 
meet the charge. It is accordingly unnecessary to deal with the 
difficult question of policy, and we need only note that the scheme 
set forth in the Budget does not impose a burden beyond the 
power of the existing revenue to meet. The sugar duty at the 
rate at which it was im|X)sed, a 6d. duty on tea, or half the present 
duty on tobacco would suffice to give the required £6,000,000. The 
financial danger lies in the pressure for increasing the amount of 
pension or low'cring the initial age, which will undoubtedly come 
into active operation. The growth from £6,000,000 to threefold 
the amount seems as likely as the growth of the cost of education 
or the naval estimates. We may take a hopeful view of the 
growth of the country’s income, but the risk of war cannot be 
overlooked, in which case the difficulties of a heavy Pensions Bill 
would be keenly felt, unk^ss the unpopular course of reducing it 
were resorted to. The truth seems to bo that the competition of 
the rival parties has made old age ix)nsions inevitable, leaving to 
the financier only the duty of securing a proper adjustment of the 
scheme to the available revenue. 

The only unexpected feature in the financial f)roposal8 was the 
reduction of the sugar duty by more than one-half. The large 
interests concerned in the use of this commodity had given up all 
hope of relief for this year, and were consequently peculiarly 
pleased. The remission is as prudent as it is likely to be 
popular. The experience of the last seven years has shown that 
the sugar duty is harassing to many manufactures, and that it 
operates almost as an income tax on the poorer classes. It has 
been steadily condemned by many members of the Government, 
and its complete removal appears to be one of the next steps in 
Liberal financial ix)licy, even if direct taxation has to bo further 
developed. 

Taking the policy of the Budget as a whole, its characteristics 
are easily ascertained. It maintains the sound rule that, in 
addition to meeting the expenses of the State,* the revenue shall 
be sufficient to provide for substantial repayment of debt. It 
equally shows adhesion to the cardinal principle that the taxes 
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imposed shall be comparatively few and all productive, and 
even indicates a further application of this principle in the future. 
It recognises the weight of opinion in favour of social reform by 
providing the basis for gradual development in this direction, and 
finally it marks a stop in the process of removing the taxes that 
the South African w^ar made necessary. In a word, it continues 
the traditions of Peel and Gladstone midor the altered conditions 
of a new time. Ecgarded in another way, or from the negative 
side, it has done nothing to encourage the idea that fresh re- 
sources are to be found in new, or in the revival of old taxes, and 
it has left to the future to deal with the grave problem of increas- 
ing the proportion of direct taxation. As the super-tax on large 
incomes has been postponed, so has the generally anticipated tax 
on motor vehicles. We may, indeed, conjecture that had there 
been no change in the Chancellorship of the Excliequcr there 
would have been other important adjustments in the financial 
syst(3m. But the consistent canying out of a settled and definite 
policy, th(3 initiation of a difficult and debatable measure of social 
relief, and the planning out of a considerable administrative change 
are tasks quite great enough for a single year. When the com- 
pleted record of the present chapter of national finance comes to 
be written it will be interesting to compare it with the results of 
the very different methods of the preceding period, and also with 
the expedients that the supfX)rtcrs of an opposed policy announce 
themselves ready to carry out. 

C. F. Bastable 


The Principle of Eating : A Eeply. 

I DO not propose at present to reargue the question whether 
the exemption of buildings from local rates would encourage the 
growth of the population in highly-rated towns as compared with 
the low-rated country.^ Mr. Harper, who, in the March number 
of the Economic Journal, has criticised my views on the subject, 
cannot see that if we remove a big ‘ ‘ discouragement ’ ’ 
to house accommodation from one place and only remove 
a small “discouragement” from another place, we shall 
encourage people to live in the former rather than in 
the latter. I, on the other hand, cannot see how anyone 
can doubt it, and will content myself with pointing out 
that when Mr. Harper complains that I confuse “the reduction 

’ Economic Journal, March, 1907, pp. 36—46. 
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of rates in the outskirts of a great town with the reduction of 
the total amount of the rates borne by the whole town/’ and 
insists that the total will not be alterJed/ he seems to have forgotten 
that his whole theory depends on the proposition that rates levied 
on site-values alone will not ‘‘discourage ” building at all. 

It seems, however, worth while to attempt to elucidate a little 
further the itiaiii principle which should be followed. If Mr. 
Harper and I can agree upon that, it does not much matter 
whether we disagree as to the precise bad consequences to be 
expected if it is not followed. Now^, strange as it seems, we 
appear to be in perfect agreement as to the main principle. Mr. 
Harper says : “ The principle of rating for local beneficial services 
lies in measuring the charge for them according to the benefit 
enjoyed by each ratepayer.”^ There may, of course, be some 
doubt as to the classification of services into local and non-local, 
beneficial and non-beneficial, but I do not think that in Mr. 
Harper’s dispute with me anything turns upon that. We should 
probably agree that rates for non-local and non-beneficial purpoh .b 
are survivals of barbarism in rapid process of extinction by the 
extension of central government finance, and that we need not 
trouble ourselves about them in considering the genera! principles 
of schemes for local taxation in the future. 

Nor, I think, should we disagree about the interpretation of 
the phrase “ according to the benefit enjoyed.” We should both, 
I imagine, interpre^t it to mean “ in proportion to the cost of the 
serviqe or commodity supplied.” The total cost has to be appor- 
tioned among the contributors, and the object is to apportion it 
in such a way that an impartial person would say it had been 
fairly distributed, taking into account the various kinds of cost 
involved. In some cases the principle is satisfied by charging 
simply according to the measured quantity of commodity or 
service supplied. For example, a charge for gas varying simply 
with the number of cubic feet supplied is usually regarded as 
quite a satisfactory means of distributing the cost of a gas supply 
between the various consumers. In other cases, refinements 
have been introduced owing to weight being given to the con- 
sideration that when an organisation is once in existence, the 
cost per unit of supplying additional quantities is not 
so great as the cost of the whole quantity per unit : this being 
the case, it seems reasonable to modify the charge somewhat 
in favour of those who will take more if they can get the addi- 
tional quantity at a lower price per unit. Hence we often find 
1 Economic Journal, March, 1908, p. 37. ® Ibid.^ p. 40. 
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allowances to large consumers of gas, and we generally find non- 
domestic water supplied by meter on a scale which diminishes the 
price as the quantity taken increases. The problem of the dis- 
tribution or apportionment of cost in the provision of local 
authorities’ services is, in fact, just like that of the apportionment 
of costs in the case of a railway service which had no legal maxi- 
mum rates and charges, and had to pay three or four per cent, on 
the capital involved, and no more. It is, and always must be, a 
very difficult problem, incapable of perfectly exact solution in 
practice, but in real life we have always to be content with very 
rough approximations to the ideal. Probably our best plan, at 
any rate at first, is to neglect all the refinements, and to suppose 
that our ideal is the apportionment of the charge according to 
quantity of commodity or service supplied. 

Here we may as well note parenthetically that it is not neces- 
sary to discover the ultimate recipient of the benefit and make 
the charge directly on him. The persons who ultimately enjoy the 
benefit of the Thirlmere water supplied to a Lancashire manu- 
facturer may be in China or Timbuctoo, where the Corporation 
of Manchester keeps no collectors and has no jurisdiction. Some 
of the people who ultimately enjoy the benefit of the services of 
the City of Westminster and the London County Council are 
customers of Regent Street shops who reside outside Westminster 
and outside London. All these can be reached satisfactorily if 
the local authority charges for its services those to whom the 
services go in the first instance, just as the ultimate enjoyers of 
the cotton grown in Virginia are reached through the charges 
made by the cotton planters to the buyers of raw cotton. 

Now if all services supplied by local authorities were like the 
supply of bread, or gas, or water, there would be little difficulty 
in charging according to quantity : the local authority would 
supply responsible persona, and send in its bill to them at the 
end of each half-year or quarter for so many cubic feet of gas 
at so much, so many gallons of water supplied, so many gallons 
of sewage and so many loads of house refuse removed, so many 
hours of one policeman, and so on. But, as a matter of fact, 
actual measurement of quantity supplied is generally either too 
wstly or altogether impossible. The recipient has to take what 
is given him, and cannot increase or diminish the quantity at 
will, as he ciin where the commodity or service is supplied by 
measure. It is impossible to arrange that Jones, who is nervous, 
should have 100 hours police, and Smith, who is not, should have 
only 60, and let them pay accordingly. Hence some kind of 



317 


1908] s THE PBINOIPIiE OP BATINO : A BEPLT 

criterion has to be found for forming a rough estimate of the 
cost to which the local organisation is put by the existence of 
this or that object or institution within its boundaries. 

The criterion actually adopted in this country is that of annual 
value of immovable property, with the modifications involved in 
agricultural land being taken at half its annual value in some 
cases, and, along with canals and railway lines, at one quarter in 
others. 

Mr. Harper has not much to say against the correctness of this 
criterion. He says, “ As a matter of fact, the variations are 
considerable. For instance, new buildings do not add to the 
expenses of the local authority in making new roads, as this cost 
is borne by the frontage owners. Again, shops do not add to 
those expenses in the matter of street lighting, as in providing 
their own light they also illuminate the street. The public lamps 
maintained by the local authority become really necessary to 
the general public only when the shops are closed and do not 
require them ” (p. 40). 1 cannot imagine what the cost of ne'w 
roads borne by the frontage owners has to do with the question 
of the apportionment of costs borne by the local authority and 
defrayed out of ordinary rates. The suggestion that shops do 
not add to the expense of a local authority in street lighting, or 
do not benefit from it because they happen sometimes to light 
the street immediately in front of them for part of the evening, 
seems to me to be groundless, and if it were correct it would 
not Ije important : it is obviously wrong to take this or that 
service entirely by itself : what we want to know is whether the 
criterion is satisfactory taking all the services together. We 
should naturally expect a criterion which was satisfactory as 
regards all taken together to fail as regards each one taken 
separately. 

That there is a certain presumption in favour of the criterion 
is practically admitted by the mildness of Mr. Harper’s objection, 
‘‘the variations are considerable.” So far as I am aware, no 
serious attack on the criterion has over been made. Very likely 
a good case could be made out for a modification or extension of 
the existing “classification.” That is, it is very likely Lhat the 
apportionment of cost could be made more exact by introducing 
more differential rating as between different kinds of property. 
It may even bo true that capital value (already used iq some 
countries) would be a better criterion than annual value. But 
to allege that the exemption of buildings or of all “improve- 
ments ’ from rating, and the charging of all costs in proportion 
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to an arbitrarily defined site- value, would bring about a nearer 
approximation to the apportionment of cost according to benefit 
is surely little short of ludicrous. It is surely obvious that the 
expense the local authority is put to in res^xjct of a certain area 
of land is dependent on what is done with that area, and that, 
as a general rule, the more valuable the buildings or “ improve- 
ments,'’ at least of any one class, the greater the expense, 

Mr. Harper’s idea that bare site-value would be a better 
criterion for the apportionment of charges than the value of all 
immovable property is, in fact, based not upon a cool considera- 
tion of the probable value of l)enelits based on their probable cost, 
but on the inversion of a rather old-fashioned fallacy of incidence. 
Years ago some people used to allege that all rates were borne 
by the landowners : they forgot the fact that when a benefit is 
given exactly equal in value to the cost of producing it, the 
“ burden” of rates is counterbalanced by the ” benefit,” so that 
the landowner is no more injured by the occupier paying the local 
authority for giving him gas or water, or for taking away his 
dust and sewage, than by his paying his butcher for meat, or his 
baker for bread. Conversely, Mr. Har|>er and njany other advo- 
cates of the exemption of buildings, forget that the benefit is 
counterbalanced by the payment which is made for it, and, there- 
fore, imagine that people will be willing and able to pay the 
landowner the price of the benefit in addition to the price which 
they would pay if the benefit were not given. For example, when 
the local authority undertakes the removal of dust from a house 
at a cost, say, of 10s. per annum paid in rate, Mr. Harper be- 
lieves the occupier pays the local authority 10s. for the service, 
and also pays the landowner 10s. for the benefit. This sounds 
too incredible, but it is difficult to get any other meaning from 
the passage which follows Mr. Harper’s enunciation of the 
principle of charging according to benefit. He says charging 
according to benefit is ‘ ‘ just what the values of individual build- 
ings fail to do,” and then proceeds: “Take the service of 
drainage as an instance. When a drainage system is laid out by 
a local authority, the benefit is distributed over the district it 
serves, whether built on or not.” (What benefit are main sewers 
to the owner or occupier of land not built on or likely to be built 
on? But let that pass.) “ The owner of vacant land can obtain 
a higher price or ground rent for it because there is a drainage 
system ; and this benefit comes to him irrespective of the erection 
of the buildings.” If no buildings are ever erected, the owner 
of vacant land will absolutely lose, unless he imposes on some 
purchaser, and shifts his loss to him. The land will be chargeable 
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with a new rate, and be in no way improved by the drainage 
scheme. But even in a district destined to be entirely built 
over, it-is obvious that the burden of paying has to be set against 
the benedit of easier sewage disposal. There is no rea,son to 
suppose tliat sewage schemes as a mlo cost less than they are 
w'orth, and considering it is open to any local authority and to 
any landowner to start such a scheme, it is exceedingly improbable 
that competition is not sufficient to kec'p the value down to the 
cost. When we add to that the fact of a central or other authority 
urging sewerage schemes in order to prevent river pollution or 
other dangers to health not very vivid to the ordinary mind, it 
seems extremely likely that the commercial value of many 
sewerage schemes is much less than their cost, and I think I 
could indicate, one or two at least. And in any case, Mr. Harper 
cannot mean to ap]K)rti()n charges in proportion to surplus value 
(i.e., the now value minus the old value) : that would be impos- 
sible w'hcrever there was none, and, as a matter of fact, his 
scheme is for the ratfng of total site-values. 

Any doubts as to the correctness of my interpretation of Mr. 
HarjK'r’s thought must he set at rest by the next three sentences : 
“ Similar reasoning applies to the maintenance, lighting, and 
cleansing of streets and all other local services. In short, the 
benefits accruing from all beneficial services, although they are 
enjoyed by the; occupicir, take permanent and pecuniary shape 
only in the payment of rent for the use of the site, made by the 
occupiyr, either directly or indirectly, to the landowner. Thus 
they invariably tend to enhance land value, which is clearly indi- 
cated as a much h(dter nn-asure of payment according to benefit 
than buildings.” There is no suggestion here that the occupier 
does not pay the local authority for the benefits he is admitted 
to “enjoy,” but the landowner is supposed to get paid for them 
as well in a percentage addition to his rent. In fact, an extraor- 
dinary productive ix)wcr is attributed to local authorities; 
whatever they produce, provided only that it is paid for out of 
rates, is worth double what it costs, so that the occupiers can 
pay the whole cost to the local authority in rates based on 
immovable property, and also pay the whole cost, or possibly 
more, to their landlords in the shape of percentage addition to 
the land-value. Had we not better put the provision of every- 
thing uiwn the rates? We shall not pay (very much) more, and 
the landowners’ incomes, which can be taxed, will be increased 
by at least our whole present expenditure ! 


Edwin Cannan 
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The Proposed River Navigation Duties in Germany. 

The endeavour of the Prussian Government to introduce navL 
gation duties on the natural waterways of the Empire continues 
to be resisted by several of the States affected and by the com- 
mercial classes almost universally. It will be remembered that 
the proposal is a result of a bargain made by the Prussian Govern- 
ment with the agrarian party in the State Diet in 1905, according 
to which the Government’s canal projects were allowed to pass 
on the promise that duties should be imposed on ‘ ‘ rivers regulated 
in the interest of navigation.” This undertaking was embodied 
in the Canal Act and passed, with the proviso : The levying of 
these duties shall begin at the latest with the coming into use 
of the Rhine-Weser Canal or a portion of the same.” 

Whether the proposed duties shall be imposed or not is first 
a constitutional and then an international question. Not only 
will Prussia have to win over all the Gorman States concerned 
to the necessary alteration of the constitution, but it must also 
satisfy neighbouring States like France, Holland, and Austria- 
Hungary before the freedom of the Rhine and the Elbe can be 
abolished. For the Rhine Navigation Act of October 17th, 1868, 
was signed not only by Prussia, Baden, Bavaria, and Hesse, but 
by France and Holland, while to the Elbe Navigation Act, secur- 
ing complete freedom of navigation uj-xin that river, Austria was 
a party. Two articles of the Imperial constitution deal with the 
inland waterways and their regulation. Article 4 reserves, to the 
Empire the ” oversight ” of (amongst other matters) ” the carry- 
ing on of rafting and navigation on the waterways common to 
the several States, and the condition of such waterways, as well 
as the river and other water duties ” (navigation marks such as 
lights, buoys, &c., being added by an amendment in 1873). As 
for the duties contemplated, Article 54 expressly states : — 

“ On all natural waterways duties shall only be levied for the 
use of special works (the word is Anstalten ") which are in- 
tended to facilitate traffic. These duties, as well as the duties 
for the navigation of such artificial waterways as are State 
property, shall not exceed the costs necessary to the maintenance 
and usual renewal of the plants and works. These provisions 
shall only apply to rafting in so far as it is carried on on navigable 
waterways.” 

There is in the same article a guarantee against preferential 
treatment in the provision which states ; ” In the seaports and 
on all natural and artificial waterways of the federated States 
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the merchant ships of all those States shall be admitted and 
treated on equal terms. The duties which are levied in the 
seaports from sca-going ships on their cargoes for the use of 
shipping works may not exceed the costs necessary for the main- 
tenance and usual renewal of these works.” 

Thus, the duties legalised and permitted on the rivers are 
constructively the harbour and similar duties which are charged 
in seaports ; of navigation duties in the ordinary sense there is 
no suggestion. The intentions of the framers of the constitution 
arc clear from a Federal Council declaration of 1870, stating : 

The idea is no other than that the waterways provided by 
nature shall bo thrown open to common use without restriction 
or charge.” Further, that the rivers were intended to be free 
is evident from the fact that the duties which had been levied 
on the Elbe were repealed in 1870 by treaty between the North 
German (<onfederation and Austria, and those on waterways in 
Alsace Lorraine were repealed by a law of 1873. 

Ihe attitude of the I’russian Government on this question has 
undergone an entire transformation during the past twelve years. 
l)own to 1896 it frankly and without any reservation held the 
view that the levying of river duties was impossible, since the 
free navigation of the rivers was secured by the constitution and 
by international law. In 1902 the desire to introduce such duties 
was op<mly avowed, but they were still declared to be unpractic- 
able for the reason just given. In 1901 the wish became a resolve, 
and Prussia now for the first time disputed the interpretation of 
Article 54 of the Imperial constitution in the sense traditionally and 
universaJly received ; in other words, it contended that free naviga- 
tion was not intended to be unlimited, and that, subject to the con- 
stitution as it stands, duties might legally be levied. Following 
this decision came in 1905 the Canal Law with the provision 
quoted, committing the Prussian Government to distinct anta- 
gonism to the existing freedom of the rivers and to a denial of 
the interpretation of the constitution which has held the field 
for the last forty years. 

As an illustration of how great events can from little causes 
spring it 18 interesting to point out that the whole question 
with all the inter-state controversies which it has already created’ 
and the international controversies to which it may yet give 
nse, hinges upon the interpretation to be placed upon two words 
Ihese are the words: ” besondere Anstalten.” Where the 
greatest jurists differ as to the exact definition of these words 
It would be rash to bind oneself to a too literal translation, though 
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the sense is given by the words already used, viz,, ‘'special 
works.’’ The xx)int upon which the official Prussian jurisconsults 
profess to differ from all other authorities is whether these 
“special works,” justifying duties, include works of a general 
charactcir executed for the dccixining or widening of the channel, 
or merely special works like docks, bridges, warehouses, roads, 
cranes, &c. The official view is that works of the former kind 
arc “ special,” and that the users of the rivers may legally be 
required to contribute to their cost — a view which is in conflict 
with the entire policy of the States and the Empire since the 
creation of the North German Confederation. It cannot be for- 
gotten that even wh()n duties were introduced on the lower Weser 
because of heavy expenditure on improvements, it required a 
special law because of the admitted constitutional difficulty. The 
Prussian oflicial advocates of river duties have, however, a further 
argument, w^hich is that even if the doeponing and widening of 
a river cannot be regarded as “ special works,” a river so altered 
is no longer a ” natural waterway,” and becomes an “artificial 
waterway,” hence is subject to navigation duties. Taking this 
argument for what it is worth, the })oint. would seem to have 
escaped the acute legal minds behiiid it that even “artificial 
waterways ” are not subject to duties according to the constitu- 
tion unless thc^y arc State property, a reservation which would 
exclude all rivers. 

The question will not, however, bo settled by legal argument. 
Before the Prussian (jovernment can carry its proposal 'it will 
have first to win over a majority of the federal States to an 
amendment of the constitution, which means that fourteen votes 
against any change are fatal; it will also have to carry the 
Keichstag with it, and it will have to satisfy the treaty rights 
of Prance, Holland, and Austria. As to the German States, the 
Prussian Government is following tJie classical method, “ Divide 
et impera,” isolating the States one by one, so far as it can, by 
the offer to each of some special inducement — c.g., to Wurtem- 
berg the deepening of the Ncckar, to Bavaria the rectification of 
the Main, &c. It appears certain that Wurtemberg has been 
won over; Baden, however, has not committed itself, Bavaria’s 
attitude is also uncertain , and Saxony and Hesse arc quite uncon- 
vinced. The strongest op]X)sition to the proposed duties is being 
shown in Saxony and Baden. The Chamber of Commerce of 
Mannhcin has estimated that the introduction of duties upon the 
Khine would cost that town alone £50,000 yearly. 

William Harbutt Dawson 
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Indian Currency. 

Nemesis may, it appears from recent developments, yet overtake 
the Indian Government in the conduct of its currency arrange- 
ments. 

So long as gold prices were on the rise everything went 
merrily. The Government had only to coin as many rupees as 
would keep silver prices at the same height — and Government 
pocketed the handsome profit represented by the difference 
between the coinage value of the rupee and the value of the 
bullion composing it. 

Lulled into a false security Government, instead of keeping 
this fund intact in hard gold ready to meet the backward oscilla- 
tion of the pendulum, has invested much of it in securities, and 
has even broken into it to provide funds for the financing of 
railways. 

But a time comes when gold prices fall, or silver prices rise 
over th('. corresponding level of gold prices. When such a |K)si- 
tion occurs, and tJie export trade is checked, silver prices must 
accommodate themselves to gold prices, or the exchange must 
fall. Silver currency, however, cannot be pumped out of the 
circulation with the same fatal facility with which it can be 
pumped in. The exchanges therefore fall, and the Government 
has to face a situation of its own creation, with its resources tied 
up in securities and silver, with a very scanty backing of gold. 

It Is to be lioped that the lesson will be a very severe one, so 
that the mistakes of the jjast few years will never be repeated. 
The position has never been clearly seized. In many decades 
silver proved for the internal trade of India a very excellent 
standard, and prices remained singularly constant. As each agri- 
cultural season approached, a stream of rupees came out from 
the mints irrigating the thirsty channels of trade. So soon as 
their work was done the silver no longer required evaporated, 
the greater portion being melted for use in the arts, a^id a con- 
siderable quantity passing into hoards. Before the closing of the 
mints, the yearly stream of rupees became somewhat unduly 
great, owing to the discarding of silver by the great countries in 
the West. It is therefore probable that before 1893, prices had 
taken a slight upward turn, owing to supplies being greater than 
the yearly evaporation. 

When the mints were closed, a very different state of affairs 
was created. The value of the rupee becoming divorced 
from its bullion value, and strictly dependent upon its volume, 
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rose, towards the close of the nineties, to the desired par of 16d* 
This result was probably in part due to the reduced volume of 
rupees, and in part to a fall in gold caused by the discoveries 
in Houth Africa. Gold continued to cheapen, and Government, 
instead of introducing and promoting its use in India, proceeded 
to cheapen the rupee pari passu. That is to say, instead of 
spreading the undesirable rise of prices due to a cheapening of 
gold over a larger area, and so reducing its effect, Government 
tried to keep pace with the rise by coining rupees. Besides, 
however, losing this excellent chance of remedying a great evil, 
the Government committed itself to the task of keeping at a 
fixed par two metals which circulate under wndely different con- 
ditions. Gold, when redundant, has only to be exported to find 
its level. A token rupee cannot be exported, and wdll never be 
melted, which last operation formerly played much the same part 
in India as export in more modern countries. Moreover, India 
is a peculiarly bad country to try experiments in a token currency, 
for it owes to England a large debt, which requires a yearly settle- 
ment in gold. As has already been observed, so long as gold and 
silver prices were so obliging as to move together and upwards 
with no very violent differences in speed, no evil effects of this 
unscientific policy were apparent. 

To all this the objection is made : What else could India do? 
The trade wanted rupees, and it had to be supplied. This is not 
the case. India is j)erfc(dly willing to use gold. Every year it 
uses more, and all that is necessary is to supply gold in a form 
more suitable to the country, viz., coins of a slightly smaller 
value — 10 Es. pieces and 5 Ks. pieces. 


Eecent Official Papers. 

* 

Report of an Enquiry hy the Board of Trade into Working Cdass 
Rents ^ Housing and Retail Prices, together with the 
Stayidard Rates of Wages prevailing in Certain Occupations 
in the Principal Industrial Towns of the United Kingdom, 
[Cd. 3864.] Price 6,9. 

This report, which completes and supplements previous reports 
dealing with industrial conditions (Cd. 1761 of 1903, and Cd. 2337 
of 1904), embodies the results of extensive investigations by 
the Board of Trade into rents of working-class dwellings, and 
the prices ‘ ‘ most usually paid by the working classes * ' for sundry 
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articles of food and for fuel (mainly coal) in seventy-seven indus- 
trial towns in England and Wales, eleven in Scotland, and six 
in Ireland. Similar inquiries have been pursued in France and 
Germany wuth a view to establishing a basis for a quantitative 
comparison of working-class conditions in those countries and the 
United Kingdom. Since wages and earnings are the subject of 
a separate inquiry now in progress, the present report ‘‘does 
not attempt to deal with earnings generally.” But, in order to 
furnish some idea, necessarily very general, of the relative level 
of wages in the selected towns, the standard rates of wages in 
the building, engineering, printing, and furnishing trades are 
quoted, these trades being chosen because of their dispersion 
throughout the country. 

The period to which the statistics relate is the month of 
October, 1905, the changes between then and October, 1907, being 
briefly summarised. 

Many local sources of information were tapped for both rents 
and prices, and the data so obtained were, to some extent, checked 
by means of personal visits of the investigators to many working- 
class houses. The knowledge gained by these visits of the housing 
conditions predominating in the several towns, together with 
many valuable details respecting prices, standard rates of wages, 
occupations, vital statistics, &c., is given for each of the towns 
(in four cases two towns are taken together) in a number of short 
monographs occupying the greater part of the report. 

The, rents and prices most commonly paid are printed, but 
for comparative purposes the method of index numbers is used. 
London is divided into three zones, exclusive of the City — namely, 
the central, middle, and outer — and the predominant rents and 
prices observed in the middle zone have', been taken as the basis 
of comparison, though hardly sufficient reasons arc adduced for 
arbitrarily selecting this portion of Ijondon to the exclusion of 
other partts. The Scotch towns are, in addition, referred to Edin- 
burgh as a standard, and the Irish to Dublin. 

The index numbers for retail prices are based on a limited 
number of foodstuffs and on coal. The list is by no means ex- 
haustive of the numerous articles of food consumed by the 
working classes. Oatmeal, an important article of diet in Scotland, 
and foreign and colonial meats, which arc similarly important in 
England, are excluded, because they are not both common to the 
whole kingdom. The cost of lighting also is ignored, so that 
these index numbers cannot be accepted unreservedly as indica- 
tive of the real relative cost of living (apart from rent) in the 
No. 70.— VOL. xviii. z 
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towns dealt with. The mass of statistics in the report relating 
to retail prices is of great value. But it is to be regretted that 
the mean of several prices collected throughout a longer period 
than one month was not obtained and published. Retail prices 
in shops are subject to temporary fluctuations, and in confining 
the scope of the inquiry to but one month, there is the risk that 
exceptional prices may have been registered. If a similar in- 
vestigation to the present ever be undertaken in the future in 
order to ascertain what changes have occurred in cost of living, 
it could not be said with assurance that the differences in the 
prices which prevailed in two Octobers — say ten years apart — 
wore to be attributed wholly to secular causes. An analogous 
objection could be urged in the case of the comparison of prices 
in different countries. The number of items entering into the 
index numbers is hardly great enough to counterbalance the 
possibly exceptional prices of a few items. 

Q’ho rent index numbers show the relation between the ‘ ‘ mean 
predominant rent” paid in any particular town for the most 
I)revalent type of tenements therein, and the ‘‘ mean predominant 
rent ” paid in the middle zone of Bondon foi tenements contain- 
ing a corresponding number of rooms, irrespective of size or 
sanitary condition. If it could be assumed that the composition 
of the working classes was similar in the different towns, the 
best index number would be one based on the average rents paid, 
the rent for each type of tenement being weighted by a number 
proportional to the population occupying that type. If this 
assumption cannot properly be made, the kind of index number 
adopted in the report is probably the most useful. 

In combining the price and rent index numbers to form a 
new set of index numbers representing the level of the cost of 
food, coal, and housing, the former are given a weight of four, 
and the latter a weight of one. It is open to question, however, 
whether the weights should not rather be three and one re- 
spectively. Were these weights employed, the relative positions 
of the towns would not be altered to any extent, but they would 
compare more favourably with London as regards cost of living 
than the report shows to be the case. 

Finally, the index numbers for the standard rates of wages 
in the selepted trades are combined with the other index numbers 
to furnish a rough approximation to the level of ‘ ‘ real wages ’ ’ , 

, ih the towns. But since the standard rates of wages are not'^ 
by any means the real earnings of the workers, this last set of 
index numbers must be used with caution. 
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The several index numbers for various geographical groups are 
summarised in the following table : — 




Moan Index Numbers. 


Geographical Groups. 

Bent. 

Prices. 

Bent and 
Prices 
Combined. 

Standard 

Wages.i 

“ Beal 
Wages.*’ 

England and Wales : — 

London 

100 

100 

100 

100 

100 

N. Counties and Cleveland... 

62 

97 

90 

86 

96 

Yorkshire (excepting Cleve- 
land) 

56 

94 

87 

84 

97 

Lancashire and Cheshire ... 

54 

92 

84 

87 

104 

Midlands 

51 

93 

85 

85 

100 

Eastern Counties 

50 

98 

88 

76 

86 

Southern Counties 

61 

102 

93 

80 

86 

Wales and Monmouth 

60 1 

96 

89 

86 

97 

Scotland 

69 

102 

95 

83 

87 

Ireland 

50 

97 

87 

84 

97 


1 Building, Engineering, and Printing Trades. 


Despite the defects in the report, it remains a valuable con- 
tribution to the rapidly growing mass of statistical literature relat- 
ing to the conditions of living among the various classes in the 
community, and adds appreciably to the kind of facts with which 
the economist must test many of his theories. 

A misprint occurs in the table at the top of page xxxiii, where 
the combined index number for rent and prices in Cork is given 
as 85. It should be 89. 

' A. D. Webb 


Statistiquc internationale du Mouvement de la Population 
d’apres Ips Registres d’Etat civil. Resum& rHrospectif 
depuis I'Origine des Statistiques de VEtat civil jusqu’en 
1905. (Paris : Imprimerie nationalc, 1907.) 

This book is a valuable resume of the vital statistics collected 
and published in some forty civilised States of the world. It 
deals solely with births, marriages, and deaths, and ignores migra- 
tion. Its purpose is largely to give detailed information of such 
a nature as to facilitate demographical studies, and avoid the 
necessity for laborious researches in the original sources, and, as 
far as it goes, the book certainly achieves this object. A useful 
bibliography is given of the principal official publications dealing 
with population statistics, together with a list of special works 
relating to international statistics. 

The book is divided into four parts, besides the introductory 
statement. The ffirst part contains, in extenso, a series of tables 

z 2 
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showing, year by year, for each State, the estimated population, 
as well as the census population in the census years, the numbers 
of marriages, births, and deaths, and their proportion per 100 
inhabitants. The remaining parts deal with marriages, births, 
and deaths in detail. 

The most interesting sections are those relating to births and 
infantile mortality. The decline in the birth-rate, which has 
been a well-known feature of vital statistics during the last thirty 
years, is shown to be common practically to the whole of Europe, 
excepting, perhaps, Ireland and one or two Balkan States. France 
alone exhibits a downward trend throughout the whole of last 
century. The phenomenon is observed also in several of the 
American States and in Australasia. In Japan, on the other 
hand, the figures show, on the whole, an increasing birth-rate. 

The international comparison of the rates of infantile mortality 
is difficult, chiefly because the distinction between livebirths and 
stillbirths is not everywhere the same, and because the number 
of infants “ at risk is not always accurately enough known. In 
general, the infantile death-rate in the United Kingdom compares 
favourably with most other European countries, though, unlike 
the case with them, this rate increased in the United Kingdom 
from about 1880 to the end of the century. This may, perhaps, 
be largely accounted for by fewer deaths, wliich occur in the 
first day or two after birth, being treated as stillbirths, and so 
escaping registration. 

The book throughout bears eloquent testimony to the extreme 
difficulty involved in the comparison of international statistics, 
and careful attention should be given to the warnings in the 
letterpress respecting the limitations to the comparability of the 
tables. 

A few diagrams accompany the tables, and serve to bring out 
many salient features. The value of the book would have been 
increased had diagrams been more freely used, especially if “ con- 
tinuous averages” were employed in their construction, instead 
of the averages of successive decennial periods. 

A. D. Webb 


Investigation of Home Industry by the French Labour Office.^ 

The French Government recently introduced a Bill dealing 
with the regulation of labour, including that of homework. It 
has simply reproduced the system of regulation adopted in 

^ Enquite sur le Travail d domicile dans V Industrie de la lingerie* Tome I, 
Pans : Office du Travail, Pp, 768. 
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England, especially the clause under which all employers who 
are employing home labour are compelled to enter in a special 
register the names and addresses of such employees. But at 
the same time the Labour Office appointed a Commission of 
inquiry into the condition of homework. This being a very great 
innovation, the inquiry was limited to the lingerie or linen goods 
industry, one of the most extensive of home industries. The 
results of the inquiry fill three volumes. Only the first, which 
deals with Paris, is as yet published, the honours for which are 
due to MM. George and Maurice Alfassa, who have mainly 
edited it. 

The greater part of this bulky volume is filled with the 
evidence educed from the 510 questions put to homeworkers, 
bearing on every jx)ssible matter of economic interest — on wages, 
hours of work, different resources, lodging, hygiene, &c. It 
has been no easy matter, as may be imagined, to elicit these 
replies, or even to discover the addresses of those marked out fo^ 
giving evidence. To get together these 510 witnesses, the 
zealous Commissioners of the Tjabour Office had to make nearly 
1,500 visits. However, they w^ere almost everywhere well re- 
ceived, and the workers did their best to answer. Unfortunately, 
it often happened that they were very ignorant as to their own 
circumstances, and many did not even know exactly what they 
were earning. 

We have no word in French for “ sweated,' ’ but we have the 
sweating, and those who are interested in this very real thing 
will find in this volume documents numerous, if not new, giving 
definite and doleful confirmation to evidence forthcoming in every 
country. Pity and horror fill us as we read these biographies 
so mutually similar and so eloquent in their monotony. 

Here is one in which the subject “sometimes spends the 
entire week at her sewing-machine, without leaving the house, 
or making her bed, or eating any but cold food (she does not 
even snatch the time to re-light her stove), or giving one stroke 
of the broom to her floor, on which the snippings of material are 
piling up, or giving any attention to her toilet. This activity 
has but one check— the police regulations, which forbid the 
working of a sowing-machine during certain hours of the night, 
and which were enforced at the intervention of a neighbour, an 
interruption which decided the worker to leave the house." 

This sui>erhuman labour had at least this success, that it 
brought the worker an average wage of 5 francs a day. This is a 
very high figure, to which, alas ! but very few attain. 
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Here is another case, where the subject is a house-porter 
(concierge), “ Usually her rate is one shirt a day of 8 hours, 
by which she earns from 90 cojitimes to 1 fr. 25 c. In seasons 
of high pressure she has worked 19 hours consecutively, earning 
thereby 2 fr. 50 c. Altogether, partly by reason of an out-of- 
work interval of two or three months, Mile. S. only earns 300 
francs yearly.” It is true that she earns, besides, 148 francs as 
concierge, and, as such, has her lodging free. But what a lodg- 
ing ! ” Pervaded by intense dampness, both in summer and in 

winter, in Mile. R.’s room .... the table de nuit can no 
longer be opened, the wall-paper peels off to the touch ; some- 
times whole pieces fall down during the night on to her bed. 

. . . The mattresses are like a heap of straw manure, and in the 
morning, when she turns them, give out a sickening odour. All 
her garments, especially tliose in h(T wardmbe, rot with the 
damp. ...” This lamentable d(^scrij)tion occupies a wliole page, 
but the final words arc best 'worth quoting. (hie of Mile. S.’s 
chief caj'cs is to prevent any wcll-inttuitioned lodger from draw- 
ing th(^ attention of the sanitary autliorities to the unlicalthy 
state of her lodging, as she is convinced that any denunciation 
would be followed by her being dismisstul by the proprietor.” 

Let us sura up the results as far as annual wages are con- 
cerned. In every 100 homeworkers m linen goods, 60 earn less 
than 400 francs ( £16); 21 earn from 400 to 600 francs (dC24) ; 
only 15 earn more than 000 francs. But these figures are no 
good guide to the real position of these working w^omen. Many 
are married, or are unmarried girls, and what they earn is but a 
portion of the family income. We must chiefly consider the 
cases of wudow\s, or deserted wives, or spinsters (who may, for 
all that, often have children to bring up). Among these solitary 
women breadwinners 30 per cent, earn less than 400 francs, 
38 per cent, earn from 400 to GOO francs, 24 per cent, earn from 
600 to 1,000 francs (£40), and 8 per cent, earn from 1,000 to 
1,500 francs (£60) a year : average 550 francs. If we deduct cost 
of lodging, which, even for a single room of the poorest descrip- 
tion, is hardly ever less than 200 francs, we sec what remains, I 
will not say to dress themselves withal, but merely for their food 
— less than 1 franc a day ! 

Here is a woman who, with her daughter aged 11 years, earns 
483 francs in good years. She spends 200 francs on lodging and 
firing, and has about 75 centimes (7Jc/.) a day on which to feed 
two persons. They live on bread and cheese. 

It is worthy of note that these women rarely complain of the 
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middlemen (who are women) , and by no means look on them as 
sweaters. They only complain, almost all of them, of the time 
lost in going to fetch their work home, especially as they are 
always kept waiting, and of the cost of fetching it. 

But what they chiefly bew'ail is the competition they sufier 
from the oiivrihes of provincial towns and country, who are 
quite content to earn 25 to 30 francs a month, because their 
living is cheaper, and because their earnings arc but sup]>le- 
mentary to their husbands’ wages. “ There is a certain town in 
the Centre department where the wives of clerks ami sho)>keepers 
make the lace-work called feslon for GO to 70 centimes a meter. 
They go to fetch this loork privately, when out for a walk, and 
execute it at home, because it looks like work done by way of 
amusement.” 

Formerly, the lingerie workers complained much of the com- 
petition from women of religious congregations, but since the 
separation of Church and State, and the dispersion of the re- 
ligious orders, this coinj>otition is much reduced. One of Ih^. 
manufacturer’s reports : — ” For the last three years the prices of 
work have increased 25 per cent, in consequence of the disap- 
pearance of the convent” — an unexpected effect of a political 
measure! Nevertheless, it is possible that this competition may 
soon reappear under different and equally unexpected conditions : 
“The dispersed congregations have settled in Canada, Belgium, 
Elngland, and are there training workers, whose competition is 
alrea^ly making itself felt.” This competition is felt, not through 
the importation into France of these articles of underclothing, 
but through the closure of their cx|x)rt to those countries, which 
jtmounled to about 25 million francs’ worth. 

On th('. very important question of the competition between 
piece work and factory work, the inquiry yields no positive evi- 
dence. Tht^ former system effects three-quarters of the linen 
goods industry, the latter only one-quarter, although, be it noted, 
the latter is extending. All manufacturers affirm the superiority 
of the factory system, not only because it yields larger profits to 
the employer and higher wages to the worker, but also because it 
produces articles of superior quality. 

“Nevertheless,” one of them says, “hand work persists 
because customers insist on it in articles of a certain price. It 
is a tenacious prejudice, for in reality work done by hand can 
claim no superiority of any importance.” 

Between the two systems, hand work and work done at the 
workshop, there is an intermediate procedure. This is home- 
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work done by a motor machine, which is the property of the 
manufacturer or of a middleman. But this mixed system, 
which, at first sight, would seem to combine the advantages of 
both th(‘. others, is, in fact, the most defective. The machines 
are badly kept, and deteriorate too quickly. 

Finally, manufacturers, middlemen, workers, all complain 
that they make nothing ! Whence it would appear that the con- 
sumer alone reaps the advantage from this sad state of things, 
in the shape of low prices, and that he therefore bears the 
economic and moral responsibility, 

Charles Gidb 


OBITUAEY. 

Vito Cusumano. 

The economist, whose loss we deplore, played an important 
part awhile ago in our scientific awakening, and linked his name 
to a period of liigh significance for the history of Italian political 
economy. Eightly to understand its importance wo must 
revert in our thoughts to 1870, a time when economic science in 
Italy was entirely dominated by Francesco P'errara. Ferrara, 
both from his chair and in brilliant essays, was proclaiming the 
optimistic theories of Carey and Bastiat, complementing and 
perfecting them with a series of original and su 2 >remcly interest- 
ing investigations. Around the master, but on a far lower 
plane, were grouped a band of disciples, reproducing, in a bad 
Italian style, the optimistic theories which he taught in so fine 
a manner. Now the man who started the reaction against 
this baneful and enervating tendency was Vito Cusumano. 
Trained at Berlin by the teaching and the friendship of Adolf 
Wagner, he had soon become an enthusiastic adherent of the 
great economist and of the Socialism of the Chair, which he 
taught. This doctrine Cusumano expounded in militant diction — 
its principles, its various forms, its ideals — in his celebrated work, 
Le scuole economiche della Germania e la Questione Sociale 
(1874). 

This book, in which the features of the German schools were 
very graphically described, and their leaders depicted in friendly 
and sympathetic terms, was a veritable revelation to Italians. 
In it the economists of our country were shown how, beyond the 
narrow cirolo of dootriwee and phrases, within which they con- 
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fined their academic exercises, there lay a whole world of thought 
and inquiry of which they knew nothing. In that world no one 
ever lost sight — as they did — of the horrors of the modern eco- 
nomic system. These were, contrariwise, affirmed, and the in- 
iquity of it all brought into clearest relief, as a procedure indis- 
pensable to the discovery of remedies. 

“ There are more things in heaven and earth, Horatio, 

Than are dreamt of in your philosophy.*’ 

The book dashed into Italian economics like a thunderbolt 
into an idyll. The violent controversies which it stirred up, as 
well as the exasperated excommunication pronounced against it 
by the Pontiff of Liberalism, arc sufficient alone to reveal the 
immens(3 influence exerted by the work, and the vehement revul- 
sion which it called forth in the hearts and minds of men. But 
its influence was greater, in depth and duration, than what its 
extraordinary success might lead us to infer. The glowing 
picture drawn by the youthful writer of German economic litera- 
ture spurred on the more intelligent in Italy to consult the lead- 
ing German books, and to absorb their more notable discoveries. 
And it is from that epoch that we may date the new direction in 
Italian political economy, which ceased to draw inspiration from 
Paris or Phila.delphia, and reached out freely to fresh and more 
varied currents of international thought. One year after the 
publication of Cusumano’s book a Congress of economists met 
at Milan to protest against the optimistic and one-sided line 
taken* by Ferrara. The tide turned in the direction of the 
writings of Cossa, Messedaglia, Luzzatti, Lampertico, and the 
whole Pleiad of thinkers who have introduced into Italy the 
kingdom of science, wherein is neither optimism nor partisan- 
ship, but only the serene quest of the True. 

We shall not, therefore, be going astray when we affirm that 
the newer and severer tendency in Italian economics owes its 
origin and its first impulse to the book of the Palermitan youth, 
and that, because of this, his name remains inscribed in indel- 
ible characters in the history of the economic awakening of the 
Peninsula. It remains but to deplore the fact that Cusumano’s 
brilliant opening in intellectual production had no sequel of equal 
worth, and that his scientific activity, after its first utterance, 
unexpectedly faltered and, in time, lapsed utterly. 

It is true that his numerous works — on Diomede Carafa 
(1871), on political economy in the Middle Ages (1876), on the 
theories on wheat trade in Italy (1877), on Wesenbeek (1880), his 
fine but unfinished History of Sicilian Banks (1887), and the 
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essay on the sale of the mint of Messina, published at the jubilee 
of his beloved master, Adolf Wagner (1905) — are praiseworthy 
studies in economic history, carried out with the strictest method. 
But not one of them is of the importance and intellectual value 
of that crusading work with which he leapt so brilliantly into the 
arena of modern thought. Was it domestic sorrows, or con- 
troversies, or public office w’hich choked prematurely his so 
promising genius? I know not. But however we may judge 
in these matters, no one can ever overlook the eminent services 
rendered by Cusumfino to Italian economics. In the war of 
scientific independence, through which we were freed from the 
tyranny of Ferrara and his school, he was certainly not the Gari- 
baldi, nor even the Cialdini ; but he was like Balilla, the Genoese 
youth who, by throwing a stone against the Austrians, set on 
foot the glorious liberation of the city. And on this account he 
well deserves a lofty and lasting place in the Pantheon of the 
intellectual resurrection of the Italian nation. 

AcHILliE Loria 


City Notes. 

We have received the following notes from “11. G.“ : — 

Two and a Half Per Gent.— The great money crisis, which 
culminated at the end of last year, has already been succeeded 
by a period of excessive slackness and low rates for money. At 
the end of May the bank rate w'as reduciul to per cent., under 
circumstances indicating the probability before long of a 2 per 
cent, rate, characteristic of the period of slack water in business 
following a boom. The distressing fea.ture of the position, as 
it always is at such a time, is the increase of strikes and lock- 
outs, and of unemployment generally. The great shipbuilding 
and engineering industries are disturbed to a larger extent than 
they have been for years ; imports of raw materials, and exports 
of manufactured articles, are falling off ; and the record of un- 
employment among trade unions shows a percentage of ‘ ‘ unem- 
ployed amounting to 7 per cent., as compared with 4 per cent, 
only a year ago. The real unemployed are, of course, less than 
is shown by these figures, which include “superannuated*' as 
well ; but there is no doubt of a large increase in the present year 
as compared with last. The markets for investments have, on the 
whole, improved along with the ease in the money market, cheap 
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money, as usual, being accsompanied by high prices for invest- 
ments; but it is significant of the languor which has resulted 
from the crisis, or from other causes, that the stock markets do 
not as yet improve rapidly, and are kept down from time to time 
apparently by the sale of blocks of securities which have been 
held back for liquidation at a suitable opp(3rtunity. This is also 
according to former experience, however, and the signs of the 
times are now such as to point to a general improvement in 
business, stock exchange as well as industrial, which low rates 
for money, and low prices all round, combine to favour. May 
no accident happen. 


Coyisols . — Tt is noticeable, however, that gilt-edged securities, 
including Consols, arc responding most slowly to the improved 
conditions. The City will have it that a high income tax and 
heavy death duties, with much talk in Parliament and elsewhere 
of yet higher taxes and duties on the ''rich,” arc aflecting the 
market of gilt-edged securities most unfavourably. A vague 
feeling of distrust disposes people to favour speculative stocks, 
rather than gilt-edged, as promising some large' [)rofit to com- 
pensate hcjavy taxation. Curiously enough, this feeding is being 
reinforccui at tlie moment by sales of French Pvcntes in conse- 
quence of tlie application of an income tax in Prance to all 
holdings of rentes above fr. 625, or £25 per annum. In conse- 
quence. of this measure, small, as well as large, holdings of 
Eentes arc being sold. It will be intenisting to observe whether 
the Socialist tendencies of modern legislatures, as exhibited in the 
favour shown to schenu's of high taxation upon property, will end 
in checking production and accumulation, or in a reaction among 
property-owners and the ” rich ” against confiscation, which will 
have formidable political results. 


The Licensing Bill . — A good deal less has been heard during 
the last few weeks than was the case at first as to the confis- 
catory nature of the Government’s Licensing Bill, though the 
outcry was at one time very strong. Attention is being con- 
centrated on the subject of taxation and confiscation generally 
rather than on the special Licensing Bill, which occupies a 
peculiar position, owing to the favour with which it is viewed 
by the temperance party, who cannot be accused of intentional 
confiscation. The fight between Socialists and anti-Socialists 
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will apparently be on such questions as taxation and old-ago 
pensions rather than in connection with the licensing measure. 


The Budget . — The City cannot be said to approve of the 
Budget, in spite of the strong financial position of the Govern- 
ment which it displays. The Government has been reducing 
debt at the rate of £15,000,000 per annum; after making pro- 
vision for a further repayment of £12,000,000 or thereabouts in 
the current financial year, there is still a surplus of over 
£5,000,000 to dispose of, which enables them to reduce the sugar 
duty by id. per lb., and to provide £1,200,000 for a beginning 
of old-age pensions; no apprehension is felt or expressed as to 
the sufiicicncy of the means to meet an annual charge in future 
of £6,000,000 when the present scheme of old-age pensions of 
5s. weekly to persons over sc'/enty comes into operation. This 
is, of course, a brilliant showing in one way, and the Govern- 
ment are entitled to all the rnei'it of the contrast w^hich they 
draw between English free trade finance cn one side, and the 
Protectionist finance of Germany on the other, with its accom- 
paniment of annual borrowings of £16,000,000 to £20,000,000. 
The criticism is, nevertheless, made that the huge debt repay- 
ments, with such a system of taxation as we have got, are not 
good finance. Our excessive income tax and death duties really 
constitute a waste of our national reserves in time of peace, and 
the first financial remedy to be applied is the establishnfent of 
these taxes on a sound peace basis. Furthermore, debt repay- 
ments, with our taxes in disorder, do not lead to a correspond- 
ing improvement in the price of our own securities, but go to 
strengthen the international market for securities, so that the 
chief gainer may be a borrowing country, like Germany, which 
obtains its money at a cheaper rate in consequence 1 Above all, 
old-age pensions on a non-contributory basis are essentially mis- 
chievous, being simply a gigantic plan of outdoor relief, which 
has all the effects of the old Poor Law from which we were 
delivered with so much difficulty in the ’thirties. The City is 
thus full of distrust, and stands aloof from any action which would 
echo the satisfaction of the Government with their finance. 


Broadening Taxation. —The official amendment to the 
Budget is on the ground that the Government finance in future 
involves an increase of taxation, and that this wdll be injurious to 
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national interests, unless the basis of taxation is broadened — 
by which is connoted, unless customs duties are increased in 
number. The opposition, however, fail to raise explicitly such 
points as the necessity of a lower rate of income tax and death 
duties in time of peace, and the expediency of diminishing the 
repayment of debt until the taxes themselves have been placed 
on a scientific basis. The Socialist is really being courted by 
both parties in the State. 

E. G. 


Current Tones. 

The President of the Board of Agriculture stated on April 13th 
that the applications for land under the Small Holdings Act had 
up to that date amounted to a demand for over 210,000 acres. 
The figures must, of course, be read with a remembrance of the 
fact that a proportion, large or small, of the applicants will be 
found unsuitable. 


The Committee promised by the President of the Board of 
Trade has now been appointed to inquire into the “ constitution, 
rules, administration, and financial position ” of the super- 
annuation and similar funds of the railway companies. 
The Et. Hon. E. K. Causton is the Chairman, and Mr. 
J. G. Bell, of the Eailway Department of the Board of Trade, is 
the Secretary. 

The “Eailway Nationalisation Society” is a new organisa- 
tion, which promises to show considerable activity. In its pre- 
liminary statement it asserts that a saving amounting to 20 or 
25 per cent, in working expenses might bo effected under a com- 
plete system of unified management. Such a saving is calculated 
to represent some il5 ,000,000 to £20,000,000 on the present 
working expenses. But the promoters go on to argue that “ uni- 
fied management under private ownership would mean a vast 
private railway trust. It would place the trade of the country 
at the mercy of a single railway board. A private monopoly being 
a national danger, a public monopoly is the only alternative.” 
In addition to employing the usual methods of propaganda, the 
Society proposes to conduct investigations abroad, and to arrange 
for international correspondents. Mr. Clement Edwards, M.P., 
is the Chairman of the Executive Committee, which includes Sir 
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John Gorst and Mr. G. J. Wardle, M.P., who ife one of the repre- 
sentatives in the House of Commons of the Kailway Servants' 
Union. On the other hand, Mr. Eichard Bell, M.P., the leader 
of the men in the late railway crisis, is hostile to proposals for 
nationalisation. The ofi&ces of the Society are at 5 Duke Street, 
Adelphi, and its Secretary is Mr. F. W. Galton. 


The Social Democratic Party, the organisation which repre- 
sents uncompromising socialism of the Marxian type, held its 
annual conference during the week beginning April 20th. Its 
main work W'as to affirm once again its detachment from the 
Labour Party in Parliament. Two resolutions were proposed, 
one proposing unconditional affiliation with the Labour Party, 
the other proposing affiliation “provided that Social Democratic 
Party candidates should run as Socialists." Both resolutions 
were lost by decisive majorities. Readers of this Journal will be 
interested to observe that another resolution suggested that in 
future all candidates of the Party should be required to pass an 
examination in economics, conducted by the Executive Com- 
mittee, The proposal was summarily rejected. 


The Socialist Review, of which the first number ap]>earcd last 
March, is issued under the auspices of the Independent Party. 
Its prospectus promises that, as the Socialist movement is* inter- 
national in its very essence, the Review will contain each month 
an article from one or other of the recognised leaders abroad. 
It will also include translations of the chief articles in foreign 
socialist journals. An article by Mr. Ramsay Macdonald defines 
the relation of the Labour Party to the group of Socialists wlio 
“ have not accepted the evolutionai'y processes of social change," 
who “ share a belief in sudden transformation with the Anarchist," 
and arc ‘ ‘ w^andering upon the tempting but futile paths of revolu- 
tion." But “ no sudden change in the social mechanism in which 
the average man lives and moves and has his being can be per- 
manent." There are some articles of which the tone is less 
moderate, on The Unemployed Question, by Philip Snowden, 
M.P., on Karl Marx, by E. Bernstein, and on Henry George, by 
J. C. Wedgwood, M.P, 


The new international review, Rivista di Scienza, is described 
by its editor as ‘ ‘ born of the desire to co-ordinate the work carried 
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on in different fields of knowledge.*' The comprehensiveness of 
the design recalls the aspirations of the Greek philosophers. 
It was thus that in Plato's scheme of education an ad- 
vanced class was to be formed for bringing the sciences together, 
and contemplating them in their mutual relations. Among 
the economic articles which have already appeared or are 
announced as about to appear in the Rivista are : The English 
Classical School of Political Economy , by Professor T. N. Carver; 
Impartiality in History ^ by Dr. W. Cunningham; UEcole Eco- 
nomique Autrichienne , by Prof. A. Landry ; Morfologia dei Prezzi, 
by Prof. M. Pantaleoni; Des Resultats auxquels conduit V Appli- 
cation des Mathdmatiques cn Economic, by Prof. V. Pareto. But 
economic science is only one element in a compound as diversified 
as Nature herself. Prof. Larmor writes on The Function of 
Mechanical Models in Theoretical Physics, Prof. Love on 
Dynamics and Geology, Prof. Bortkiewicz on Die Statistischen 
Gcrieralisationen, a French professor on La Parthe'noghicse Ex- 
perimentale, an Italian zoologist on La Morte. Each author writes 
in his own language — at least, if it is one of the four best-known 
European languages. The editorial nerve-centre of this inter- 
national organ is at Milan. The annual subscription is 20^. (net, 
post free). Articles contributed at the request of the editors will 
be paid for at the rate of 80 francs for each printer’s sheet of 
sixteen pages. 


TftE birth of yet another review in this year prolific of peri- 
odicals has to be recorded. The Revue d'Histoire des Doctrines 
Economiques et Sociales (Paris) will trace the evolution of ideas 
in economics and the kindred sciences. The editors are Prof. A. 
Doschamp, of the University of Paris, and Prof. A. Dubois, of 
the University of Poitiers. The new review opens well with an 
article by Prof. S. Bauer on Quesnay’s article, Hommes, 


The International Visits Association has been founded for the 
purpose of studying the customs and institutions of other corntries. 
A stay of from ten days to a fortnight is made in the capital of 
the country, w^heii a course of lectures is held on its most char- 
acteristic features, its history, government, institutions, and 
literature, by lecturers who themselves are either among the 
leaders of the different movements, or else as teachers and officials 
have practical acquaintance with the different systems and in- 
stitutions. In connection with the lectures, visits are made to 
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the most characteristic institutions and places of interest in the 
capital and its neighbourhood. The International Visits Asso- 
ciation is a development of the “Visits’* to Denmark and 
Sweden, which we have noticed before. A visit to Norway is 
announced for this year. Among the subjects of lectures to be 
given at the University of Christiania are “Agriculture in 
Norway ” (peasant proprietors, export of butter to England, &c.), 
“ Municii>al Organisation ’’ (municipal socialism, feeding of 
school-children, &.c.), “The Temperance Movement” (the 
Gothenburg system, local veto, (Src.). Information amcerning the 
visit may be had from the Hon. Secretary, Miss E. M. Butlin, 
Old Headington, Oxford. 


An International Free Trade Congress will be held at Caxton 
Hall, Westminster, London, August 4th, 5th, 6th, and 7th, 1908, 
under the auspices of the (U)bden Club. Among the papers which 
have bc(‘n promiscul arc one on The Kevenue Aspects of Protective 
Duties, by Prof. Bastablc, and one on The Present Utility of 
Commercial Treaties, by M. Yves Guyot. There wdll be a morn- 
ing and afternoon sitting each day, (except the last. There will 
be a dinner at thc^ Hotel Cecil on Friday, August 7th, at which 
the Prirnci Minister will be present. 


The British Association meets this year at Dublin between 
September 2nd and 9th. The officials of Section F are as 
follows : President, Mr. W. M. Acworth ; Vice-Presidents, Prof. 
Ashley, Prof. Bastable, and Mr. PI. Llewellyn Smith 
(Permanent Secretary of the Board of Trade) ; Secretaries, 
Prof. Chapman (llocorder) , Mr. Meredith, Prof. Mac- 
gregor, and Mr. Adams (of the Department of Agriculture 
and Technical Instruction for Ireland). A sub-section for 
agricultural science has been organised under Sir Horace Plunkett 
as Chairman, with Major Craigie and Mr. David Houston and 
Prof. F. Keeble as Vice-Chairmen, and Mr. Hall (Recorder), Mr. 
Percival, Prof. J. H. Priestley, and Prof. Wilson as Secretaries. 
Mr. Acworth *8 address may be expectc^d to deal with railway 
affairs. Papers will also be read on the same subject. The 
syllabus is not yet arranged, but some pai)ers have already been 
settled, among the chief of which are two relating to finance, by 
Prof. Bastable and Dr. Cannan, a paper by Prof. Edgewwth 
on certain {XJculiarities of small taxes on exports and imports, and 
one by Mr. Macrosty (of the Census of Production) on “ Proposals 
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for an Economic Survey of the United Kingdom.*’ One day at 
least will be devoted to questions connected with Irish industry 
and commerce. 


An economic Congress, under the auspices of the Koyal 
Economic Society, will be held in Ijondon on Thursday and 
Friday, October 1st and 2nd next. The subjects chosen for dis- 
cussion are : 1. The Economics of Transportation. 2. The Poor 
Law. 3. Pure Economic Theory. The Council are issuing in- 
vitations to a number of distinguished foreign economists to be 
present, and the Congress will be made the occasion both for 
ecxinomic discussion and for social intercourse. A further an- 
nouncement of the detailed arrangements wdll be sent to the 
Fellows of the Society. 


Wb have been asked to mention that there will be an election 
to the Minto Professorship of h^conomics at the University of 
Calcutta ill the year 1909. The duties of the Professor of Econ- 
omics will be : (a) To devote himself to the investigation of the 
science of economics and its application to Indian problems. 
(6) To deliver (not less than once a week during twelve weeks 
every year) a course of at least twelves lectures iqion economics, 
with special reference to Indian problems, and embodying, as 
far as p^issible, the result of his own researches in the subject. 
(Such lectures, after delivery, shall be published by the Univer- 
sity.) (c) To hold classes in economics not less than twice a week 
during at least tw^enty-fivc weeks every year, for the benefit of 
[xist-graduate students, and to promote research by them as far 
as practicable, (d) To prepare a work dealing with the applica- 
tion of the principles of political economy to Jndian topics. (The 
limits of the subjects to be generally those indicated in the syllabus 
prescribed for the examination for the degr-ee of Bachelor of .\rts.) 
The Professor shall, in the first instance, be af>pointed for a term 
of five years, but upon the expiry of his term shall be eligible for 
reappointment. The salary of the Professor shall be Rs. 9,000 
a year, to be paid in equal monthly instalments. Candidates for 
the Professorship shall submit their applications not later than 
December 1st, 1908. Every application shall be accompanied 
by : (a) A statement of the original work or investigation in 
economics which may have been done by the candidate, (b) 
Testimonials to indicate special fitness for appointment to the 
Professorship of Economics, (c) A syllabus of the courses of 
No, 70. — VOL. XVIII. A A 
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lectures which the candidate would, if appointed to the Professor- 
ship, deliver during the first two years of the term of office. 


A KEADBR of the Economic Journal writes to complain that 
our notice (in the March number of the Journal) of a paper read 
by Prof. Nicholson was not accompanied by an adequate refer- 
ence. We plead guilty ; but we cannot altogether regret a mistake 
which requires us to recur to Prof. Nicholson’s authoritative 
pronouncement on the value of mathematical ideas in economics. 
Following Cournot, he draws a lesson of caution, to which modern 
controversialists should give heed : “ By making clear the nature 
and extent of the assumptions implied in dealing with economic 
problems, the mathematical economist invites the statesman to 
proceed with caution.” The lecture in which these views are 
presented forms the greater part of No. 35, Vol. IV., Part I., of 
the Transactions of the Faculty of Actuaries; published by 
Messrs. Layton, London, 1907 (price Is.). 


Ebsponding to a vote of thanks for his lecture. Prof. Nicholson 
expressed the wish that provision should be made at the Univer- 
sity of Edinburgh for teaching that branch of Economics which 
he had described, together with the kindred subject of statistics. 
This wish has been fulfilled, and a lectureship in statistics and 
mathematical economics has been instituted at the University of 
Edinburgh. The lecturer is Mr. George Carse, hitherto Lecturer^ 
in Natural Philosophy. 


The harmony between different economic methods of treating 
Political Economy was well shown by Mr. L. L. Price in the 
inaugural lecture which, as Lecturer in Economic History at the 
University of Oxford, he delivered last May. The lecture has 
been published by the Oxford University Press. 


The Professorship of Economics at the University of Leeds, 
which Mr. J. H. Clapham lately resigned, has been conferred on 
Mr. D. H. Maegregor, Fellow of Trinity Cbllege, Cambridge. He 
is tihe author of a book on Industrial Combination, reviewed in 
the Economic Journal, 1907. 


(The retirement of Prof. Alfred Marshall from the Chair of ' 
Political Economy at the University of Cambridge Would be ai^ 
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uumixed calamity but for the hope which it affords that the 
continuation of the Principles of Economics may be facilitated by 
the leisure which its author will now enjoy. 


The time is opportune for the execution of a wish formed by 
the friends and admirers of the retiring Professor, that, in the 
words of one of them, “ an effort should be made to secure for 
the benefit of future generations some permanent record of the 
bodily presence of the doyen of English economists/’ To carry 
out the project thus indicated, an appeal for subscriptions was 
circulated by a committee consisting, among others, of members 
of the Council of the Boyal Economic Society, and of the holders 
of Chairs of Economics in the different Universities of Great 
Britain and Ireland. The response to the Committee’s appeal 
was adequate, and the jK)rtrait is being painted by Mr. William 
Eothenstein. 


The burden of the honour of succeeding Professor Marshall is 
borne by Mr. Arthur Cecil Pigou, Fellow of King’s College, Cam- 
bridge. The new Professor has had practice in teaching as Jevons 
Memorial Lecturer at University College, London, and as 
Girdler’s University Lecturer in Economics at Cambridge. He 
was placed in the First Class of the Historical Tripos in 1899, and 
in the ^ following year in the First Class of the second part of 
the Moral Science Trijx)s. He is author of The Riddle of the 
Tariff, The Principles and Methods of Industrial Peace, Protective 
and Preferential hnport Duties, books reviewed in the Economic 
Journal in the years 1904, 1905, and 1907 respectively; also of 
several articles on questions of abstract theory in the Economic 
Journal, and of less specialised contributions to more popular 
periodicals. 


Mr. H. B. Lees Smith, Professor of Public Administration 
and Economics at University College, Bristol, Director of Studies 
and Chairman of the Executive Committee at Euskin College, 
Oxford, has been appointed Assistant Editor of the Economic 
Journal. 


A A 2 



RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review, 

The Remuneration of Womcn\s Worl\ W. Hamilton Fyfe. The 
Factories of Osaka. Rev. J. Carter. The conditions of labour 
in Japan are described as very grievous. Firstfrnifs of Co- 
operation in India. H. W. Wolff. The Oxford Sanitary Aid 
Assockdion. M. H. Prichard and L. h'lSiiER. The Association 
comprises three committees, of which one reports on the con- 
dition of houses; one collects rents in the sympathetic spirit of 
Miss Octavia Hill ; one organises lectures on laws of health and 
a system of ‘‘ infant visiting,” which seems to have lowered 
the infantile death-rate in Oxford. 

Girl Life in a Shtm. May Craskr. The Church and the Labour 
Forty. William Temple. 

Journal of the Royal Statistical Society. 

Marcui, U)08. Some Unconsidered Factors affecting the Birth-rate . 
K. Dudfield. The excess of the number of married w^omen 
over the number of married men is taken account of in a 
determination of the decline of the birth-rate. 

A Method of Estimating Capital Wealth from the Efitate Duty 
Statistics. H. Mallet. To estimate the amount of property 
in Jiving hands from the estato duty statistics the “ multiplier ” 
24 should be used; for the number of propertiies, the multiplier 
37. Received investigations are inaccurate through neglect of 
the movement of property. Railways and the Trade of Great 
Britain. C. L. Edwards. 

The Nineteenth Century. 

March, 1908, The Impotence of Socialmn : A Reply. J. 
Ramsay Macdonald, M.P. Referring contemptuously to Mr. 
Hoare’s article in the February number, the W’riter dw^ells on 
some features of modern Socialism — the national organisation 
of industry, including railways, by which production would be 
' improved, and the improvement of divStribution by taxation of 
unearned increment. 

April. The Impotence of Socialism: A Rejoinder. H. W. 
Hoare. 

The Contemporary Review. 

March, 1908. Arbitration Courts and Wages Boards in Australasia. 
J. Ramsay Macdonald, M.P. The Judge in an Arbitration 
Court has the impossible task of settling hours, pay, conditions 
of labour, and whether the price of imported articles is fair. 
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His decisions cannot practically ho enforced against masses of 
workpeople. Wages ^Boards, instituted to put an end to sweat- 
ing, have extended U) unsweated trades, 40 in all. “The 
more sweated the ti’ade, the less has been the increase in its 
wages.” The Australian system of regulating w^ages leads to 
regulation of prices: “ Protection, Wages Boards, Price Boards 
— more Protection, more Wages Boards, more Price Boards — 
round and round and round.” 

Apuil. U7icniploy7ncnt and Us Carr ,. W. II. Bkvkridge. Labour 
exchanges are advocated. 

The Fortnightly lleciexo. 

March, 1008. A Challenge to Socialisyn . Dr. B. Ckozier. 

Quarterly Journal of Econoynivs (Boston). 

February, 1908. Professor Clarh^s Economics. T. Yeblen. The 
Taxaiion of Intangible Wealth in Maryland. J. II. Hollander. 
Maehinery and the Labourers. T. N. Carver. Machinery has 
been more to the advantage of the capitalist than the labouring 
class. If the latter have gainer] absoluttdy, they have lost in 
relative income. Per coyitra, their work is ligliter and more 
liuman. The Street Railways of J^hiladclphia . F. I). McLain. 
The Cost and the Profits of SteeLmaking in the United. States. 
J. Kuss?]LL Smith. The Quantify Theory as Tested by 
Kern merer. W W. Persons. lleferring to Dr. Kemrnerer’s 
article in the Joimial of Political Economy for November, 1907. 
Hoarding in the Panic of 1907. A. P. Andrew. By accumu- 
lating abnormal reserves banks contributed seriously to the 
collapse of credit. 

Political Science Qxiarterly (New^ York). 

March, 1908. The Jjabour War in Colorado. Charles E. Stange- 
LAND. Two unsuccessful struggles of the miners for an eight- 
hour day are among the incidents of this momentous w’ar. The 
Oil Trust and the Government. Francis Walker. The proceed- 
ings of the Bureau of Corporations are described. Fisher's 
Capital and Income. Thornstein Velslen. 

The Yale Revietv (Newhaven). 

Some Lessons of the Panic. H. C. Emp:ry, The Judicial Deter- 
mination of Railway Passenger Rates. M. H. Korinson, A 
Statistical Study of the Yale Graduates, 1701-92. W. B. 
Bailey. 

American Academy of Social Science (Philadelphia), 

March, 1908. This number is devoted to lessons of the financial 
crisis. 

Journal des Econoynistes (Paris). 

February. Un Tarif dc * Guerre. Yves Guyot. La mt fhodr 
objective cn Economie Politique. M. Bellom. Von Thiinens 
method as inter}>reted by Dr, Ehrenberg in the Thimen Archives. 
La rcforvic fonciere. J. C. Hennicet. 

March. La loi dc la vie, Vahondance on la disette. F. Passy. 
La decadence dr VA]rf)Teniissage . . . a Paris. E. Letourneub, 
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April. La nituation vraie des Finances Communales. Ij. de Goy. 
Dv repos hcbdomadaire au Salaire minimum. D. Bellet. 

Revue d' Economic Politique (Paris). 

March, 1908. La arise viticole en Portugal. Dom Luiz de Castko. 
L' Economic PoJifiquc ei la Etatistique au Oongres de Parme. 
U. Kicci. H. Hayemt A forgotten Professor of Political 
Economy, who flourished in the year X. of the first French 
Eepublic, is studied, 

Apiul. Le prohUmc du Profit. A. Landry. Les consequences 
financieres du rachat des chemins de VOuest. P. Reboud. 

May. Coup d'ceil sur le mouvement Icgislatif d Vetranger. E. 
ViLLEY. Les formes ct interpretations juridiques du com- 
munisme municipal. A. Mater. Le Syndicalism e en Alla- 
magne E. Schwiedland. Le hilan financier des Graves ct 
leur influence sur les salaires. On. Picquenard. 

L ' E con 07))istc Fran (;ais . 

March 7tii and Idm. M. Lf‘roy Beaulieu denounces the project 
of retraites ouvricres with pension dc retraitc of 360 francs per 
annum, and recommends the Belgian system of insTirancc. 

April 11. The article on jute, by M. E. Pa yen, is one of an in- 
teresting class, (^ach dealing with the production, employment, 
and price of a particular coniinodiiy, c.g., copper and lead 
(April 18th), zinc and other metals (April 25th), caoutchouc 
(May 16th), asbestos (May 30th). That the principal supply 
of raw jute comes directly or ultimately from British India is 
a matter of concern to the European manufacturer, especially 
now that the manufacture of jute in Bengal is increasing so 
rapidly. The value of jute manufactures exported from India 
in 1906 was 8J million sterling, while the value of the raw 
material exported was 11 1 million. Could not the supply from 
Indo-China be increased? 

Revue du Christianisme Social (Paris). 

March, 1908. Malthus ct sa doctrine. Charles Gide. The doctrine 
of Malthus was very different from, though it prepared the 
way for, modem neo-Malihusianism. “ Malthus shows us 
man placed at a parting of the ways, whore three roads divei3ge : 
the signpost in front pointing to Misery, that on the right to 
Virtue^ that on the left to Vice ; and adjures him to escape 
by one of the side roads, preferably the one on the right. But 
lie fears that only a few will choose the narrow way of salva- 
tion. Yet he is unwilling to admit that all the rest will take 
the road of vice; so ultimately he aiiprehends that the majority 
will follow their natural jiroponsity and go down the precipice.” 

Jahrbiicher fur Nationalohonomic (Jena). 

February, 1908. Vcrhrauch und Verhrauchsh clast ung Idcincr und 
mittlcrer Einhomnuyn. W. Gerlopp. Betriebskonzentraiion 
und klcinhetrich in dcr Englischen Industrie. G. Brodnitz. 
ZuT Statisiik dcr Fruchtharkeit. R. Kuczynski. 
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March. Die deutsche HandeUtatistik. F. W. Zimmerman. 
Kapitalzins. O. Conrad. The theory of interest is discussed ; 
views of Marshal], Bohm-Bawerk and Philippovich being ad^ 
duced. 

April. Die dcuische Handclstafistik, F. W. Zimmebmann. Die 
Treukand-GescUschaftcn. O. Warschauer. 

Giornale. degli Economisti (Eome). 

March. La Tcgolarita, dei fcnonieni rari. C. Gini. A criticism of 
Professor I^ortkicw'icz’s law of small numbers. 11 costa di 
prodiizione del grano in Italia. F. Virgilii. Qncstioni 
economiche della Calabria, L. A. Caputo. The influence of 
emigration on customs is the subject of this chapter of a paper 
continued from the December number. Un irattato iialiano 
di Economia Politico . F, Natoli. Eeferring to Prof. A. 
Graziani’s Istituzioni di Economia Politica. 

April. Su talnni congegni della hurocrazia, V. Tangorra. II 
costa di produzionc del grave in Italia. F. Virgilii. A pro- 
posito della legge dei piccoli numcri. C. Brexiani. A vindica* 
tion of Prof. Bortkiewicz’s law^ 

La Bdforrna Sociale (Turin). 

March-Aprtl. Amenita Nazionalizz atria in Inghiltcrra. G. Prato. 
The Socialist tendencies of modem England are exposed. 

The Riforma, in its fifteenth year, enters on a new scries under 
the editorial direction of Professor Einaudi and Dr. G. Prato. 
It will appear every two months, in general, and unless some 
topic of special interest calls for a monthly issue. 


NEW BOOKS. 

Alden (Margaret). Child Life and 1 labour. London : 

TTcadlcy. 1908. Pp. 192. Is, Od. 

[Social Science Ser.] 

Barker (J. Ellis). British Socialism. An Examination of its 
Doctrines, Policy, Aims, and Practical Proposals. London: Smith, 
Elder. 1908. Pp. 528. 10.s. Gr7. 

BowLiiiY (A. L.) Elements of Statistics. 3rd edition. London : 
P. S. King. 1908. Pp. 348, 10s. 6d, 

[A new edition of this well-known work.] 

Cadbury (George, Junior) and Bryan (Tom). The Land and 
the Landless. (Social Service Handb<x)ks, No. 3.) London : 
Headley. Is. 6d. 

Carpenter (Edward) and Others. Socialism and Agriculture. 
London : Fifield. 1908. 12mo. Is. 

Chapman (S. J.) Work and Wages: IT. Wages and Employment. 
London : Longmans, Green, 1908. 

[In continuation of Lord Brassey’s Work and Wages and Foreign Work and 
English Wages. Highly valuable for the student of the labour problem. Reviewed 
in this number.] 

Clarke (Sidney W.). The Law of Small Holdings in England 
and Wales. London: Butterworth. 5s. net. 
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CoLLiKOs (Right Hon. Jesse, M.P.). Land Reform. London: 
Longmans. 1908. 2s. 6d. 

[A new and popular edition.] 

Ckeighton (Louise). The Economics of the Household. Six 
Lectures given at the London School of Economics. London : 
Longmans, Green & Go. Pp, 116. 

Crotch (W. Walter). The Cottage Homes of England. Indus- 
trial Publishing Co. Is. 

Davies (A. E.). The Nationalisation of Kail ways. London : 

Black. Is. net. 

Dodds (E.). The liecords of the Gateshead Company of 
Drapers, Tailors, Mercers, Hardwaremen, Coopers, and Chandlers. 
Newcastle: M. S. Dodds. 1907. 3s. 

Gasquet (F. a.). The Black Death of IB-JB and 1349. 2rid 
edition. London: Bell. 190B. Pp 29B. 6s. 

Holmes (T.). London Home Industries and the Sweating of 
Women. Reprinted from the Church Quarterly Review, April, 1907. 

eloHNSTON (John, M.D.). Wastage of Child Life. As Exempli- 
fied by Conditions in Lancashire. Manchester; Heywood. 6d. net. 

Keltie (J. Scott). The Statesman's Year-book for 190B. 
London: Macmillan. Pp. 1,712. 

[Tbo forty-fifth number of this useful annual sustains the high reputation won 
by its predecessors. ] 

Kennedy (Bart.). The Hunger Line. London: Werner Laurie. 
Is. net. 

Knoop (D.). Industrial Conciliation and Arbitration. London: 
P. 8. King. 1907. Pp. 266. 3s. 6d. 

Lewis (G. R.). The BtamiarieK. A Study of the English Tin 
Miners. London ; Constable. 6s. net. 

Mallock (W. H.). A critical examination of Socialism. 

London: J. Murray, 1908. Pp. 302. 

McConnell (Primrose, B.Sc.). The Diary of a Working 
Farmer. Cable Publishing Co. 2s. net. 

Minton (Frances). The Evil of the Millionaire. London : 
Somienschein. 3s. (W. net. 

Morse (Hosea Ballou). The Trade and Administration of the 
Chinese Empire. London: Longmans. 7s. 6d. net. 

[Reviewed in this number.] 

Nettlefold (J. S.). Practical Housing. Ijetchworth : 

Garden City Press. 

Paterson (Arthur). Administration of Charity. Reprinted 
fiom The Timcn. London: The City Council for Organisation of 
Charity. Is. 

Pease (Sir Alfred E., ed.). Edward Pease, the Father of 
English Railways : Diaries. London : Headlev. 1907. Pp. 408. 
l8. 6d. 

Rea (Russell, M.P,). Insular Free Trade. London: The 
Cobden Club. 
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Sellers (Edith). Foreign Solutions of Poor Law Problems. 
London: H. Marshall. 1908. Pp. 102. 2,9. 6d. 

Stokes (R. S. G.). Mines and Minerals of the British Empire. 
London: Arnold. 15,9. not. 

Turner (S. H.). The History of Local Taxation in Scotland. 
London: Blackwood. 5s. net. 

Ur WICK (E. J.). Luxury and Waste of Life. London : Dent. 

ViLLiERS (Brougham). Th^' Socialist Movement in England. 
London: Unwin. 1908. Pp. 354. 10s. 6d. 

Warren (Henry). Banka and their Customers. 8th edition. 
London : R. Sutton. Is. not. 

Webb (M. de P., G.I.E.). India and the Empire. A Considera- 
tion of the Tariff Problem. London : Longmans. 3,s. 6d. net. 

Webb (Sidney) and Others. The Basis and Policy of Socialism. 
London* Fifield. 1908. 12mo. 1,9. 

. Socialism and Individualism. London : Fifield. 1908. 

r2mo. Is. 

Wells (H. G.). New Worlds tor Old. London. Constable. 6«. 

Whitehouse (J. H.) and Malcolmson (N.). Report of an In- 
ijuiry into Working Boys’ Homes in London. London : Fairbaims. 
Is. net. 

The Case against Socialism. A Handbook for Speakers and Can- 
didates. With a Prefatory Trotter by the Right Hon. A. J. Balfour. 
London: Allen. 6s, net. 

American Economic Association : Papers and Discussions of the 
Twentieth Annual Meeting. Princeton: Amer. Econ. Assocn., 1908. 
Pp. 312. 

[Tlioro are recorded hero “round table*’ debates on Agricultural Ecouomiati 
The Basis of Reasonable Railv)ay Rates, and other subjects ; in which Professor 
T. N. Carver, Profos-sor J. H. Hollander, and other eminent authors and experts 
took part. The Principles of Government Control of Business was the subject of 
Professor J, W. Jenks’ presidential address.] 

Amc-rican Political Science Association : Proceedings at Fourth 
Annual Meeting, Baltimore: Waverley Press. 1908. Pp. 335. 

Andrews (Prop. Charles M.). British Committees, Commis- 
sions, and Councils of Trade and Plantations, 1622-75. Baltimore : 
Johns Hopkins Press. 1908. Pp. 151. 

Davenport (H. J.). Value and Distribution: A Critical and Con- 
structive Study. Univ. of Chicago Press. 1908. Pp. 582. 

Hunter (Robert). Socialists at Work. New York: Macmillan 
Co. 1908. Pp. 363. 

[An account of socialism and socialists as soon by the author in Germany, Italy, 
Prance, England, Belgium ; with portraits of leading socialists.] 

Liebknecht (W.). Karl Marx. Biographical Memoirs. Chicago • 
Charles H. Kerr Co. 1908. Pp. 181. 

Miller (Prof. Elmer I.). The Legislature of the Province oi 
Virginia. (Columbia University Studies.) New York: University) 
Press. 1907. Pp. 182. 
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Mitchell (W. C,). Gold, Prices, and Wages under the Green- 
back Standard. Berkeley : University of California. 1908. Pp. 
632. $5. 

The National Tax Association. State and Local Taxation : 
First National Conference: Addresses and Proceedings. New York: 
Macmillan Co. 1908. P. 675. $4. 

[A valuable oolloction.] 

Seager (Prof. H. E,). Economics. New York: Columbus 
University Press, 1908. Pp. 27. 

[One of a series of lectures on the Sciences.] 

Taxation and Ee venue : Eeport of the Advisory Committee. 
Baltimore. 1908. Pp. 152. 

[The Committee of which Prof, J. H. Hollander was chairman deals with some 
topics of general interest such as liquor licence taxation. There is recommended 
“ a systematic revision of the taxable property of the city so that at least once in 
five years every piece of real estate should be revised to its actual market value.”] 

Van Vorst (Mrs. J.). The Cry of the Children. New York: 
Moffat Y^ard & Co. 1908. $1.25. 

[A study of child labour in Alabama. Georgia, and various Northern States. 
With an introduction by Senator A. J. Beveridge.] 

Underwood (Prof. J. Harding). The Lisstribiiiiou of Owner- 
ship. (Columbia University Studies.) New York: University 
Press. 1907. Pp. 219. 

West (Max). The Inheritance Tax. (Columbia University 
Studies.) New Y'ork: University Press. 1908. Pp. 249. 

I/Ann^e Sociale et Economique, 1907. Par Paul Fcsch. 
Riviere. 50c. 

[A Year-book giving a series of important documents referring to (1) le mouvement 
social; (2) I’^conomie sociale ot ouvri^re; I’^conomio financicre ; (4) rcconomie 
commercialo ot industriolle.] 

Dechksne (Prof. Laurent) L’aveuement du regime syndical 
k Verviers. Paris : Larose. 1908. Pp. 527. 

[An important subject and author.] 

Deghesne (Prof. Laurent). La Panique Financi^re aux Etats- 
Unis. Paris: Larose, 1908. Pp. 18. 

Landry (Adolphe). Manuel d ’Economique. Paris: Giard, 1908. 
Pp, 889. 

P'ontana-Eusso (Prof. L.). Traite de Politique Commerciale. 
(Traduit par Felix Poli.) Paris: Giard, 1908. Pp. 707. 

[A translation of the Italian work reviewed in the Economic Journal, vol. 
XYII.]. 

CuHEL (Dr. Franz). Zur Lehre von den Bedurfnissen. Inns- 
bruck, 1907. 

[Reviewed in present number.] 

Georgi (Dr. Elsbeth). Theorie und Praxis des Generalstreiches 
in der Modernen Arbeiterbewegung. Jena: Fischer, 1908. Pp. 
136. 

Kopper (Dr. H.). Der Arbeitstarifvertrag als Gesetzgebungs- 
problem. Jena: Fischer, 1908. Pp. 395. 

Ltfschitz (Dr. F.). Zur Kritik der Boehm-Bawerkschen Wert- 
theorie. Leipsic: Engelmann, 1908. Pp. 115. 
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Muller-Weknkkrg (I)h. Karl). James Mill und die Historische 
Methode. Bern : Zollinger, 1908. Pp. 86. 

[James Mill’s History of British India does not exemplify the historical method 
any more than his Elements.] 

Stillicii (Dr. 0.), Steudkl (H.), Eisenhiitte. Ijeipsic: Voigt- 
laiidor. Pp. 157. 

[Dr. Stillich contributes the economics, Engineer Steudel the descriptive part of 
the work.] 

Stillich (Dr. 0.), Gerke (A.). Kohlenbergwerk. Leipsic : Voigt- 
laridor. Pp. 141. 

[A monograph on Coal-mining ; the oconornics of which are treated by Dr. Stillich, 
while his colleague explains the numerous illustrations.] 

Beneduce (Alberto). Della Natality. Rome : Tip. Nazionale. 
1908. Pp. 152. 

(The relation of age to fecundity and kindred questions are investigated by 
powerful statistical methods.] 

Einaudi (Prof. L.). La finanza Sabauda all' aprossi del Secolo 
XVIII. e durante la Guerra di Huccessiono. Spagnuola. (Docu- 
menti P'inanziari degli Stati della Monarchie Piemontese. Turin : 
Soc. Tip. Ed. Nazionale, 1908. Pp. 455. 

[This is the first instalment of financial documents relating to the Piedmontese 
monarchs published under the auspices of th(3 Treasury. The editors are Professor 
L. pjinaudi and Dr. 0 . Prato. Professor Einaudi is responsible for the present volume. 
A high authority on the theory of taxation, he knows how to present the records of 
past finances in an instructive form. The volume should be read in connection with 
th6 earlier volumes ascribed below to the editors.] 

Einaudi (L.). Le entrate piibbliche dcllo Stato Sabaudo nei 
bilaiici e nei eonti dei Tesoiieri durante la guerra di successione 
Spagnuola. Turin : Bocca, 1907. Pp. 358. 

Prato (G.), 11 costo della Guerra di Successione Spagnuola e le 

Spese Pubbliclie in Piemonte dal 1700 al 1713. Turin : Bocca, 1907. 

Prato (G.). Censimenti e popolazione in Piemonte nei Secoli 
XVf., XVII., e XVIIL Rome: Scunsano, 1906. Pp. 117, 

[The demography of past generations.] 
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THE AMEETCAN CRISIS OF 1907, 

The ecoDonuc revulsion in the United States is still too recent 
to allow an exact detijrmi nation of its consequences, and for that 
reason, its underlying causes cannot be thoroughly analysed at 
the present time. Tlie crisis and panic which appeared during 
an early stage of the reaction may be taken, however, as a suffi- 
ciently distinct i>roblem for separate examination, which can be 
studied with a reasonable measure of completeness from the 
material already at hand. At the outset it will be of advantage 
to make a more definite distinction than has been (uistomary 
between fluctuations in business activity and the crises and 
panics which have frequently accompanied the transition from 
prosperity to depression. During the eighteenth and the greater 
part of the last century it would be difticidt to find an instance 
of a period of decided trade reaction which began without sudden 
and violent disturbance, but in some countries, notably in France 
and Great Britain, recessions in business activity during the last 
forty years hav(‘ (-oiik' about with a noteworthy diminution of 
strain, sudden collapse, and general destruction of credit, even 
the crisis of 1890 being, ])roi)er]y speaking, a crisis averted. In 
the United States, on the other hand, crises have been no less 
frequent, and there has been no alleviation in their sudden and 
disastrous consequences. Crises are commonly ascribed to 
unsound conditions which have developed during years of busi- 
ness activity, but this is more properly an explanation of fluctua- 
tions in trade, unless we assume^ that crises occur when conditions 
are extremely unsound, and that with only moderately unsatis- 
factory conditions depression may come without sudden disturb- 
ance. In accord with this view many waiters have called 
attention to the highly speculative character of business in new 
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and rapidly advancing countries like the United States, and 
have considered it the fundamental cause of the frequency and 
severity of crises in that country. 

It may, however, be questioned whether, in the study 
of crises, the central jx)int of departure should be the analysis 
of general economic conditions. The banks are the storm centre 
in all crises, the chief symptoms of which arc the destruction 
of confidence and sudd(ui liquidation upon a large scale. As 
business is at present organised, thi extent and, what is of 
vastly greater importance, the rapidity of liquidation is largely 
determined by the condition of the banks and by the policy 
which they are able to adopt. It may hai>pen that general con- 
ditions have become so unsound that the banks, through the 
deterioration in the average quality ol their assets, become little 
more than passive sufferers in the geiuTal catastrophe, and the 
American crisis of 1893 may pca'hapa be looked upon as of this 
nature. Confidence in the stability of the currency had been 
weakened by silver legislation. Agiicultural prices had fallen 
to iinremunerative levels owing to the increase in production 
consequent upon the rapid settlement of the public lands in the 
Western States, while farmers were heavily burdened with 
mortgage indebtedness. The railw^ays had been extended 
beyond the requirements of existing traffic, and were burdened 
with bonded obligations and guarantee's of dividends of smaller 
roads which had been absorbed often for speculative financial pur- 
poses. Finally the manufacturing industries of the country had 
been unhealthfully stimulated by an additional dose of protection 
in 1890, which led to ill-judged investments of capital and over- 
production in those industries which had been most favoured. 
It is therefore reasonably certain that the crisis of 1893 could 
not have been averted. But there are few crises which can be 
ascribed to an equal number of unfavourable influences, and, in 
any case, it is of primary importance to determine, from investi- 
gation of the banking features of a crisis, whether sudden liquida- 
tion and loss of confidence might not have been at least in part 
prevented. 

The crisis of 1907 is particularly worthy of study in this 
connection, because there is reason to believe that it might have 
been confined within narrow limits, even if it could not have 
been entirely averted. Nothing in the general economic condi- 
tion of the country has been disclosed, either during the crisis 
or in the subsequent months of depression, which can be regarded 
as so hopelessly unsound to have rendered the explosion of 
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last autumn clearly unavoidable. The number of business 
failures was comparatively small, notwithstanding the strain to 
which the banking troubles subjected all branches of industry, 
nor were there many bank failures which may be accounted for 
by the impairment of loans from general causes. Some of the 
unfavourable influences j)otent in previous American crises were 
conspicuously absent, and this was most strikingly the case in 
agriculture. The preceding ten years of high agricultural prices 
had enabled farmers to free themselves from debt to an extent 
unknown since the beginning of settlement in the Mississippi 
valley. The harvests of the staple crops in 1907 were from 
10 to 20 per cent, less than in the previous year, but as some- 
what higher prices were being secured, the return to the culti- 
vation promised to be greater than ever before. It is therefore 
not surf>rising that bank failures in purely agricultural sections 
of the country, numerous in former crises, were entirely absent 
during the recent disturbance. The railways were also in a 
satisfactory position compared with previous periods, and for 
some years had experienced great difficulty in handling their 
rapidly expanding traffic, though their facilities were being con- 
stantly increased. In the general commodity markets there was 
no pronounced accumulation of unsold goods, except in the case 
of coffee, the demand for which had fallen off on account of an 
attempt to hold the price at an exorbitant level. For other com- 
modities the existing means of production were apparently not 
beyond thc^ prevailing rate of consumption at current prices. 
Indeed, it would be difficult to find an equally long period of 
business activity at the close of which the relative development 
of different industries would seem to have been similarly satis- 
factory. 

Turning now to indications of a less satisfactory nature, it 
should be observed that the more important disturbing factors 
were not peculiar to the United States. Everywhere the diffi- 
culty experienced in securing additional capital gave clear indi- 
cation that the advance of the previous years, even if continued 
at all, was to be at a less rapid pace. New issues of the highest 
grades of bonds were being marketed with increasing difficulty 
and upon more burdensome terms to borrowers, while higher 
average discount rates in the money markets of the world 
reflected the growing strain upon floating capital. Extravagant 
consumption retarded accumulation, while the demand of in^ 
dustry and governments for capital was unabated. The inability 
to secure supplies of capital is not necessarily the cause of 

B B 2 
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serious disturbance. It may have serious efiFects, if it prevents 
the completion of work already under way, as in 1867, when the 
construction of many American railways suddenly stopped, 
because further capital could not be obtained. The recent in- 
ability to secure capital, however, has been almost entirely a 
check upon projected improvements, and has not made previous 
investments unproductive.^ The floating indebtedness of many 
manufacturing and trading firms was also large, but there were 
so few suspensions or failures from that cause during the crisis 
that it cannot be said to have been more than a secondary 
influence. 

During March and August, 1907, very general and con- 
siderable decline took place in the prices of stock exchange securi- 
ties, which, whatever the causes, by checking speculation and 
reducing the collateral loans of the banks, diminished the strain 
upon credit, and placed the banks in a better position to meet 
later emergencies. Fundamental conditions would ultimately 
have brought about a fall in the value of securities, but it may 
be questioned whether it would have been so extreme on that 
amount alone prior to the crisis, since stock markets are 
notoriously blind to the significance of anything beyond those 
influences w’hich cause temporary fluctuations. The activities of 
the national and State Governments having the object of con- 
trolling railway and other corporations was certainly an influence 
which was largely responsible for the successive declines in the 
value of securities. Whatever opinion may be held as to the 
wisdom with which this movement has been conducted, it cannot 
be doubted that, in so far as it tended to prevent speculation, 
the country wras in a better position to withstand the crisis of 
last autumn. Contrasted wdth the previous year, the financial 
position was vastly more satisfactory. In 1906 a speculative 
movement in stocks, of large proportions, had been continued 
into the autumn months, and was only checked by the inter- 
vention of the Bank of England, which discountenanced the 
enormous advance by London banks which had made it possible. 
Had a crisis broken out in that year, assistance from Europe 
could not have been secured. Moreover, there was a striking 
absence of new issues on securities on account of railway amal- 
gamations and industrial combinations, which in previous years 
underwriting syndicates were holding for sale by means of loans 

^ The large railway borrowings upon short term obligations during the two 
years before the crisis might have occasioned serious trouble if the crises had come 
somewhat later. 
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in Europe as well as in New York. For these reasons it is 
probable that the New York market was more independent of 
temporary foreign indebtedness at the beginning of last autumn 
than at the same time in any of the previous eight years. In 
financial circles the view has been expressed that the crisis was 
largely the result of Government interference with economic 
activities. The validity of this opinion can be more properly 
estimated after we have followed the course of the crisis, but it 
may be stated without qualification that in some important 
respects Government economic activity had indirectly tended to 
remove certain elements of weakness in the general situation. 

The initial episode of the crisis on October IGth was, as has 
often happened in previous crises, insignificant enough. An 
unsuccessful attempt to corner the stock of a copper company 
of secondary importance involved the failure of certain brokerage 
firms, including that of the brother of Mr. F. A. Heinze, who 
at the beginning of the year had become president of the 
Mercantile National Bank xipoix securing a majority of its stock. 
Mr. Heinze had acquired a large fortune from highly speculative 
operations in Montana copf)er properties, and distrust of his 
methods led many depositors to withdraw their accounts from 
the bank after the change of management. The resources of 
the bank seem to have boon used to an increasing extent in the 
furtherance of copper enterprises and speculation, and the failure 
of the copper corner brought matters to a head. The bank w^as 
unable lo meet an unfavourable balance at the clearing house 
which assumed large proportions because alarmed depositors wore 
shifting their accounts to other banks. The request for assist- 
ance from the clearing house w^as granted after an examination 
to determine the solvency of the bank, and upon condition that 
the president and entire board of directors should resign. On 
October 21st the bank began business under a new management, 
and thereafter ceased to bo a disturbing factor in the situation, 
though, it may be added, in January it was deemed advisable 
to close the bank for liquidation. While the reorganisation of 
the Mercantile Bank was being carried out, the clearing house 
was given an opportunity to intervene in the affairs of certain 
other banks whose management had long been regarded with 
distrust. One of the directors of the Mercantile Bank was 
Mr. C. F. Morse, whose activities in tho industrial and banking 
world had been of an extreme character, even when judged 
by American standards. He first became prominent as the 
promoter of the American Ice Company, an enterprise disastrous 
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to its shareholders, and in recent years he had been chiefly 
engaged in the formation of a combination of shipping com- 
panies engaged in the Atlantic coasting trade. For a number 
of years he had been one of the largest owners of shares in 
New York banks, but, it is important to observe, only in banks 
of moderate size. He was a director in seven banks, over three 
of which he seems to have had complete control. In securing 
this chain of banks, the shares of one bank were used as a 
security for loans with which to purchase shares in another 
bank and so on in succession, while at the same time the various 
banks were efficumt instruments for the furtherance of other 
enterprises. Mr. Morse had long been regarded with distrust 
in banking circk's, and a clearing-house investigation of his 
methods had been made as early as 190*2, but it led to no 
definite action. His connection with the Mercantile Bank 
seems to have frightened dei)Ositors in his other banks, and two 
of them were obliged to ap]>eal to the clearing house for aid 
on October 19th. Assistance was granted upon condition that 
Mr. Morse and certain other persons associated with him should 
retire altogether from banking in New York. Various clearing- 
house banks subscribed to a fund of $10,000,000 to be used if 
necessary, and on Monday, October 2l8t, it may be said that 
the clearing house had completed th(’ work of putting its affairs 
in order. The total deposits of these banks were only 
$30,000,000, and therefore it was not a very difficult matter to 
give them the necessary assistance, but their difficulti(*s gave 
rise to a vague feeling of distrust, which assumed dangerous pro- 
portions when it became known that certain banking institutions 
outside the clearing house were also in need of assistance. 

The narrative of the crisis may with advantage be inter- 
rupted at this point to call attention to the significance of this 
Heinze-Morse episode as an example of a deep-seated cause of 
weakness in the American financial world. National banks are 
not permitted to open branch offices, and most of the States 
have enacted similar legislation. Consequently, banks are 
numerous, nearly sixteen thousand, if savings banks are in- 
cluded, and generally of small size. They are not large enough 
to be the principal business interest of those who own and 
control them. Cpon the whole, the system has not worked 
badly, since the directorate has commonly included successful 
men from various occupations, but danger arises when, by 
securing possession of a majority of its shares, an individual or 
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group of closely associated individuals gain control of a bank 
for the purpose of furthering their own private undertakings. 
Unfortunately, there seems to have been a distinct tendency in 
this direction in recent years, and there is an almost entire lack 
of definite public opinion opposed to the practice. American 
good-natured optimism extends even to financial matters, re- 
garding which there is a painful absence of thorough unflinching 
criticism in any financial journal. The weak and ineffective 
American attitude is well illustrated by the following comment 
by an influential Now York journal upon the particular case of 
the Morse banks: “A few^ capitalists of no great standing, 
actively engaged in speculative industrial schemes of their own, 
were gaining control of a group of banks through mere stock 
ownership on a margin. . . . The possibility of danger had been 
known for six years past. If it be asked why no one interfered, 
the answer is that no one outside of the banking department had 
the right to examine the accounts of these banks and challenge 
the manner of control ; second, that the very hazards involved 
in existing conditioiis rendered oi)cn accusation extremely peril- 
ous.'’ ^ 

Suredy a money market in which urgently needed remedies 
are thus dreaded can hardly escape an occasional upheaval ! A 
healthy tradition should be cultivated, which would lead de- 
positors to desert a bank known to be controlled by one man, or 
closely identified with a single industry. Even when honestly 
managed, there is the obvious danger which arises from the lack 
of a wide distribution of risks. 

Returning to the narrative of events in New York, it is to bo 
not(Ml that there had been nothing in the nature of a crisis during 
the week the clearing house was putting its affairs in order. 
Crisis conditions developed during the following week, and were 
occasioned by the difficulties of certain trust companies, a group 
of financial institutions outside th('. clearing house. Trust 
compani(^s wore originally formed, as the name implies, to act 
as trustees, and, until about twenty ye^arsago, had confined them- 
selvi's closely to business of that nature. For the effective per- 
formance of their functions, they w^ere necessarily given wide 
powers, and gradually it came to be jx^rceived that they could 
engage in banking, unfettered by the restrictions imposed upon 
both national and State banks. Thereafter the number of com- 
panies increased rapidly in most American cities, but especially 
* The Nation^ Oct. 24, 1907. 
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in New York, where, in recent years, their deposits have been 
not much less than those of the clearing-house banks. ^ 
Eolations between the banks and the trust companies 
had been somewhat strained for a number of years. The 
banks complained of the unfairness of competition with institu- 
tions which were not required to hold a large cash reserve, and 
in 1903 the clearing house adopted a rule which required all 
trust companies, clearing through members of the association, 
to accumulate a reserve which, though smaller than that of the 
banks, was considerably larger than was held by most of the 
trust companies. Rather than submit to this condition, most 
of the ti'ust companies gave up clearing-house privileges, the 
most important exception, curiously enough, being the Knicker- 
bocker Trust Company, the troubles of which began the second 
stage of the crisis. 

The Knickerbocker Tnist Company was the third largest trust 
company in New Y^ork, having deposits of $62,000,000. The asso- 
ciation of its jn‘esid(*nt with, some of the Morse cuitorprises en- 
gendered distrust, which made itself felt in a succession of un- 
favourable clearing balances. On Monday, October 21st, the 
National Bank of Commerce announced that it would discontinue 
clearing for the company on the following day. A committee 
representing other trust companies examined its afl'airs, without 
taking definite action, but a reassuring stattment was issued by 
the Knickerbocker directors, in which the resignation of its 
president was announced. On Tuesday, after a run of three 
hours, during which $8,000,000 were paid out, the company was 
found to suspend. Whether the company could not have been 
assisted is not clear, but that, if possible, it would have been 
of advantage to the banks and other trust companies is certain. 
The size of the company alone rendered assistance an under- 
taking of no little difficulty. The condition of its assets at the 
time has not been disclosed, but that it could not have been 
hopelessly unsatisfactory is indicated by the^. reopening of the 
company in March under a plan of reorganisation adopted in 
the interests of its depositors and shareholders. The plan of 
reorganisation adopted, however, showed that the assets of the 
company were even then far from being in a liquid condition, 
and, in the absence of any association among the trust com- 

’ Some trust companies have remained true to their original purpose, and trust 
funds and other more or loss inactive deposits make up a considerable proportion of 
the deposits of nearly all of the companies. It is reasonably certain, however, that 
their banking deposits are at least equal to half those of the clearing-house banks. 
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panics , or of responsibility on the part of the clearing-house 
banks, the suspension of the company was unavoidable. 

Equally favourable judgment cannot be passed upon the 
means which were adopted at the next stage of the crisis. On 
Wednesday, October 23rd, a run began upon the Trust Company 
of North America, the second of the trust companies in size, 
having deposits of $64,000,000. The president of the Knicker- 
bocker was one of its directors, but the unfortunate disclosure 
that its affairs had been the subject of a confenmee on Tuesday 
was the chief influence in precipitating a panic among its de- 
positors. The company withstood a run which continued for 
two weeks, during which it paid out some $34,000,000, on Wed- 
nesday and Thursday paying $12,000,000 and $9,000,000. 
During those two days New York was threatened with a general 
panic. A number of other trust companies experienced runs of 
varying degrees of severity. A few small misnianagod banks in 
the outskirts of the city were found to suspend, loans could only 
be secured with extreme difficulty, and the fall in Stock Exchange 
prices was alarmingly violent. The Trust Company of North 
America was assisted, since its assets were apparently in a more 
satisfactory condition than those of the Knickerbocker, and even 
more because it was clear that the foundations of the entire 
crc'flit system were endangcrc'd. The steps taken, however, were 
slow, and the means adopted were not sufficiently ckiar in import 
to renew general confidence. A committee of six trust company 
presidents was formed to receive applications for assistance, 
make examinations, and report to meetings of all trust company 
presidents. Money was provided in large amounts, but con- 
fidence was not restored until on November 6th announcement 
was made that a majority of the shares of the Trust Company of 
North America and of another trust company had been placed 
under the control of a committee of trust company presidents, 
and that the “necessary financial arrangements had been made 
to enable both companies to proceed with their business.” The 
inference cannot be escaped that the New York money market 
is not adequately organised to cope quickly and effectively with 
an emergency. 

During the three days of heavy runs upon the trust companies, 
the strain upon the clearing-house banks was very severe. They 
had to furnish most of the money required by the tnist com- 
panies, whose reserves were deposited with them, and at the 
same time they were shipping money to the interior for crop 
moving purposes, and they also suffered some loss in payments 
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to their own frightened depositors. On the other hand, they 
were strengthened by the receipt of $25,000,000 of Government 
deposits, with the result that the loss of cash for the week ending 
October 26th was only $13,000,000. The reserve was 
$254,000,000. These figures arc taken from the bank statement, 
which shows average conditions for the week. Doubtless the 
actual loss w^as somewhat greater, but certainly the loss in reserve 
was not large after so eventful a week. 

At the close of the week there were many indications that 
the worst of the panic was past. Withdrawals of deposits were 
diminishing, the savings banks were exercising their right to 
require sixty days’ notice from depositors, and the trust com- 
panies had agreed to pay depositors, so far as possible, in certified 
cheques upon clearing-house banks. As a further measure of 
relief, it was decided to issue clearing-house loan certificates, a 
device the import of which is often misunderstood. It is not, as 
it is sometimes described, a partial sust>eiision of specie payments 
in a disguised form. In ordinary times, clearing balances 
between banks are settled evenly by the payment of money. The 
clearing-house loan certificate makes it possible for a bank to pay 
in another way, though most payments continue to be made 
with money. Banks may pay with the certificates, which are 
issued upon the deposit of securities approved by a clearing- 
house committee appointed for the purpose. It is a sort of 
organised system for procuring rediscounts made by the banks 
as a unit instead of through single banks. The use of these 
certificates does not diminish in any way the obligation of thc^ 
bank to pay, or the power of the depositors to sc'cure payment 
on demand. It is a device of the very greatest utility, wherever 
there are many banks, which do not clear through the shifting 
of deposits on the books of a central reserv’c bank. It makes 
possible a liberal loan policy in time of crisis, by taking away the 
temptation to secure favourable clearing balances and thus 
accumulate reserves by restricting loans, while other banks are 
doing all in their power to relieve the situation. For several 
days before the issue of loan certificates, stock brokers had been 
unable to secure money on call from the banks, because each 
bank w^as unwilling to lend unless the. othcT adopted the same 
policy. In order to sustain the stock market from utter collapse 
it was found necessary to organise each day a money pool to 
which the various leading banks subscribed. After the issue of 
loan certificates that cumbersome and uncertain method was no 
longer required. 
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The belief that the worst of the disturbance in New York was 
over proved well grounded. Trust company difficulties con- 
tinued for more than a week, until settled in the manner already 
described. There were no further bank failures, and no 
important failures of any kind. New York was only concerned 
with the later course of the crisis through its position as the 
reserve banking centre of the entire country over which the 
crises extended during the week ending November 2nd. A 
number of adverse circumstances had already been reixjrted from 
various parts of the country while New York was struggling with 
its own difficulties. The various Westinghouse companies went 
into the hands of receivers on account of inability to secure the 
renewal of largo floating indebtedness, and as a consequence the 
Pittsburg Stock Flxchange was closed — an exchange dealing 
almost exclusively with local securities. The Heinze troubles 
involv(‘d a- bank in Butte, Montana, and in Goldfield, Nevada, 
runs on the banks due to local causes forced them to suspend. 
In Providence, Rhode Island, a large trust company with deposits 
of $25,000,000 was obliged to close, and other smaller banks were 
subjected to runs. 

These widely scattered troubles are mentioned because they 
contributed to the alarm which spread throughout the country 
on account of the panic in New York. Everywhere the banks 
suddenly found themselves paying out money in resix)nse to the 
demands of frightened depositors, and were in turn forced to 
draw upon their reserves deposited with other banks. The 
evidence of lack of confidence in the banks is clear, and points 
to a serious problem in American banking. For an historical 
parallel in England we should need to go back to the first 
quarter of the last century. Explanation is simple, however, if 
the course of previous American crises is recalled. Seven times 
during the last century the banks suspended payment in some 
n¥3asure at least, and there has been a currency premium, the 
last occasion having been so recent as 1893. There is a well- 
grounded belief among the people that it will be difficult to 
secure cash during fxiriods of economic disturbance. In all 
countries, in times of crisis, some depositors withdraw their 
money and hoard it from unreasoning fear. In the United 
States there are also withdrawals by prudent depositors wffio wish 
to be absolutely certain that they shall have the money needed 
in their affairs, and still others who are influenced by the prospect 
of a handsome profit, in a few weeks, through the sale of money 
at a premium. Former suspensions have established a tradition 
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which is an ever-present source of weakness, and which can only 
be broken by the successful endurance by the banks of the strain 
of a crisis. Last autumn provided an exceptionally favourable 
opportunity, since general economic conditions were far less 
unsound than on many occasions when payment was suspended 
in the past. Unfortunately, almost as soon as withdrawals 
began, and before the banks had suffered a serious loss in reserve, 
specie payments were suspended once more. It was a measure 
not taken as a last resource ; it was simply a precautionary 
measure wholly without justification from anything which had 
occurred. Before the end of the week ending November 2nd, 
partial susj)ension Avas general throughout the country, though 
there had been but one important banking failure, a San 
Francisco trust company, with dejxjsits of $9,000,000. The with- 
drawal of deposits and the hoarding of money were the only 
reasons which led to suspension wdiere it w^as first resorted to. 
In some cities and by some banks it may have been necessary, 
because it had already taken place clsew^here, but this is 
improbable, because of the short time in which susixmsion 
became general. The extent to w^hich suspension was carried 
cannot be accurately determined. It varied in different sections 
of the country, and with different banks, and also from day to day 
by the same bank. The governors of some of the western States 
declared a succession of legal holidays, though not in every case 
at the desire of the banks. More generally the banks began to 
“discriminate'’ in making payments. In Chicago, a central 
reserve city, “ the banks stopjx^d shipping cun'ency for two or 
lihrec days to their correspondents south and west, but for the 
past day or two have resumed such remittances on a moderate 
scale in cases where the demand seemed imperative.” From 
various reserve cities came similar rcforts : e.gf., “ In Minneai>olis 
and St. Paul the bankers agreed to suspend temporarily the 
payment of money on cheques, certificates of deposits, or drafts, 
except for small sums, and further, for the present, to furnish 
no money for bank correspondents.” “In New Orleans the 
associated banks have limited currency payments to any one 
depositor to $50, except in cases where deviation from the rule 
seems necessary.” ^ 

Banks as well as individuals throughout the country were evi- 
dently hoarding money, and trying to collect still more. Their 
demands upon the New York banks suddenly assumed unprece- 
dented proportions. Even at this £)oint, if the New York banks 
1 See Commercial amd Financial Ch/romeUf Nov. 2, 1907, p. 1119. 
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had met every demand for money made upon them, it is 
probable that the banks elsewhere would have soon resumed the 
normal course of their operations, but they failed to do so, 
though they did not begin to discriminate so soon or in the 
extreme manner of the banks in some other cities. During the 
two weeks ending November 2nd, they sent $42,000,000 to 
interior banks, and their reserve was reduced by about the same 
amount and stood at $224,000,000. In the meantime, gold 
imports to the amount of $29,000,000 had been engaged with 
more in prospect. The position of the banks was far from 
desperate, yet they had already entered the fatal and discredit- 
able path of suspension, paying depositors at their own discretion. 
On October 31st, a premium of 3 per cent, was paid for money 
in New York, and a premium of varying amount, sometimes as 
high as 4 per cent., continued until the close of the year.^ 

It is not possible to determine the extent to which suspension 
was carried in New York. It was stated with justice on behalf 
of the banks that money in large amounts continued to be paid 
out, and it was admitted that money was refused when it was 
believed that hoarding, whether by banks or individuals, was the 
object. On the other hand, when we find individuals, corpora- 
tions, and banks buying money at a premium with certified 
cheques, it cannot be doubted that the refusal to pay cash was 
something more than an obstacle to the unintelligent demands 
of frightened depositors. There is fortunately some evidence 
upon this matter, which is not derived either from the complaints 
of depositors or from the apologetic utterances of bankers. After 
November 2nd, the weekly bank statement shows almost no 
further decline in the cash reserve. On that date it was 
$224,000,000; on November 23rd it had been reduced by only 
$9,000,000, and thereafter it increased week by week, and stood 
at $251,000,000 at the time the money premium disappeared. 
In other words, at no time after the beginning of November did 
the New York banks supply the country with appreciably more 
than the additional money they secured through gold imports 
and in other ways, and not even all of that during most of the 
time that the money premium continued. It is significant that 
the much smaller banking reserve of the Bank of England was 
reduced during the first two weeks of this period from £24,000,000 
to £17,000,000 without the remotest thought of suspension. 
Whatever may have been the situation in the rest of the country, 

^ For a table giving the premium for each day see Hoarding in the Crises of 
1907/’ by Professor Andrew, in the QmrUrly Journal of Econotrms^ Peb., 1908. 
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the New York banks proved themselves wholly unequal to the 
duties of their position as the central reserve banks of the 
country. 

It is not a little surprising to find that American financial 
opinion is far from unfavourable to the banks, the suspension 
of which seems to be generally thought to have been unavoidable. 
This o]>inion is a natural and inevitable consequence of an 
entirely erroneous habit of thought in the United States with 
reference to banking reserves. Before the establishment of the 
national banking system in 1863, insufficient reserves were a 
constant source of weakness of American banks. The national 
banking law requin^d a certain minimum of reserve to deposits 
from all banks emtering the system, the percentage varying with 
the location of the bank. For New York and other central reserve 
cities, of wffiich there are still but two — Chicago and St. Louis 
— a reserve of 25 per cent, is required. Banks in reserve cities 
(now about forty in number) must also liave a reserve of 25 per 
cent., one-half of which may be deposited in central reserve 
city banks. Other banks, commonly called country banks, must 
have a reserve of 15 per cent., three-fifths of which may be 
deposited in reserve or central reserve city banks. Under the 
influence of this legislation, undue im}X)rtance has come to be 
attached to the ratio betw’een reserve and deiX)sit liabilities, 
which is consequently maintained at all costs. On November 
2nd, when the New York banks hud $224,000,000, tlu^y w'ere 
below the 25 per cent, requirement by the amount of $38,000,000, 
and a little later, when they still had $215,000,000, the deficiency 
w^as $54,000,000. This was an amount far greater than ever 
before and was apparently regarded by bankers and the public 
as a sufficient reason for partial suspension, and as evidence that 
everything had beem done to the full extent of the iX)wer of the 
banks to relieve the situation.^ 

Without exaggeration, this arithmetical reserve ratio can only 
be adequately characterised as a sort of fetish to which every 
maxim of sound banking policy is blindly sacrificed. 

Outside New York the banks manifested an even more slavish 
attention to reserve requirements. In the absence of weekly 
statements, comparison must be made of the condition of the 
national banks on August 22nd and December 3rd, when reports 

1 For persistent failure to keep the required reserve, the Comptroller of the 
Currency may close a bank. There is no other specific penalty, and therefore it is 
not the requirements of the law that force the banks to maintain their reserve ratio 
in all circumstances. 
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were made to the Comptroller of the Currency. Taking all the 
banks in the system, cash holdings were reduced by only 
$40,800,000, while their deposit liabilities had at the same time 
been diminished to the extent of $350,000,000. The New York 
national banks alone lost $41,700,000, or more than all the banks 
of the system taken together, and had a reserve of 21*89 per 
cent. The other two central reserve cities lost $18,000,000, and 
were both below reserve requirements. The forty reserve cities 
hold $28,000,000 less in December than in August, but were still, 
taken as a whole, somewhat above the reserve requirements. 
The city banks taken together paid out $87,000,000, but still 
had $414,000,000 against a deposit liability of $2,421,000,000, 
of which $113,000,000 consisted of dei>osits of reserve city banks 
in central reserve city banks. In the meantime the country banks 
increased their cash holdings from $199,000,000 to $246,000,000, 
taking more than half the amount lost by the city banks, and 
had increused their cash reserve percentage from about 7 per 
cent, to nearly 10 per cent. If the money holdings of trust 
companies and State banks could be secured, it would probably 
be found that they had absorbed all the money not taken by the 
country national banks, since a relatively larger proportion of the 
reserve of those institutions is normally deposited witli city 
banks. 

The figures just given do not by any means show^thc amount 
of money paid out by the banks. During the three months before 
December, the money in circulation w^as increased by $72,000,000 
of Government deposits, by $70,000,000 from gold imports, and 
by an increase of $50,000,000 in the issue of bank notes. 
Nearly $200,000,000 w^as added to the money outside banks and 
trust companies, and most of this was probably hoarded.^ This 
is indeed a large sum, but for that very reason it is reasonable 
to suppose that the hoarding demand for money could have been 
satiated if the banks had refrained a little longer from adopting 
the j)olicy of suspension. And finally, it may be observed that 
if in the end suspension had become unavoidable, it would not 
have made any serious difference whether the reserves of the 
banks had been but 10 per cent, rather than 20 per cent, of 
their deposit liabilities. 

The effects of this partial suspension cannot be stated in 

^ After suspension more money would necessarily be required for a given volume 
of business, since people would be chary of depositing in the banks money for 
which they could foresee a need in the near future. On the other hand, extensive 
use was made of certified cheques and of other evidences of bank credit for pay* 
ments, which in ordinary times are made with money. 
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general terms, because, as has already been noted, the extent 
of susixiiision varied in different places and with different banks, 
and with the same banks from day to day. For purely local 
purposes various substitutes for money, such as certified cheques, 
were in many places largely used even for small retail purchases, 
and for the payment of salaries and wages. Many factories 
were, however, closed, or went upon half time from the sheer 
impossibility of securing any medium for the payment of wages. 
A more general and dc23ressing influence ujx)]! industry was due 
to the dislocation of the exchanges between different parts of 
the country. Domestic exchange became irregular, and at times 
it was almost impossible to secure it at any price. Drafts upon 
distant banks were of uncertain utility, for the banks would not 
always accept them even at a heavy discount. In ev(*ry branch 
of trade, re}x)rts were made of ra}>idly diminishing sales simply 
on account of the currency situation. Some* little time (dapsed 
before tliis influence made itself felt in the production of com- 
modities. In the iron and st(‘el industry, Novt.inber showed a 
distinct decline, which was, howevei , small compared with 
December. Taking the earnings of the rnit(Hl States Steel 
Cor|)oratiun as a measure, we find a reduction of about 25 ptT 
cent, in November compared with the same month in the previous 
year, while in December they fell away nearly 65 per c(‘nl. 
Pig iron production tells the same story, December production of 
1,234,000 tons, compared with 2,336,000 in October and 1 ,828,000 
tons in November, This severe deju'ession was a direct con- 
sequence of the partial suspension of the banks, but even under 
the strain to which all industry was subjected, there were only 
1,180 failures in November with liabilities of $17,600,000, com- 
pared with liabilities of $12,000,000 in November, 1906. 

Further indication of the course of trade is afforded by the 
figures of railway gross earnings, which, compared with the 
previous year, increased in November by about 3^ per cent., but 
fell off in December by more than 6 j^er cent. The reduction 
would have been greater but for the heavy tralBQc in commodities 
forex 2 )ort, notably cereals, cotton, and copix^r. The banks seem 
to have made special efforts not to disturb the export trade by 
means of which foreign gold might be secured. Exports for 
November and December w^ere nearly $39,000,000 greater than 
in the same month in 1906, while imports fell off $51,000,000 
compared with the previous year. It is altogether likely that 
this abrupt change in the relative amounts of exports and imports 
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that the enormous quantity of gold brought to the United States 
from foreign countries was in a large measure secured as a result 
of the currency premium. In November the net gold imports 
were $63,000,000, and in December $43,000,000. The currency 
premium enabled American bankers to bid fancy prices for gold 
in London, and when it was above 3 per cent, it was possible 
to import gold at a profit, even when exchange rates were at 
the normal cxj;)ort j)oint. The ordinary safeguards of the banking 
reserves in foreign free markets for gold were made of no avail, 
and EuroiX)an industry ’was burdened with onerous rates of 
discount because American bankers were not ‘ ‘ playing the 
game ” according to the rules which long custom had established. 
Certainly the most obvious instincts of self -protection would seem 
to suggest the wisdom of restricting American open credits in 
European banks within definitely narrow limits. 

Many foreign observers have expressed the view that the 
American banking troubles were the result of deep-seated moral 
causes, assuming that the many disclosures during the last few’^ 
years of corporate greed, mismanagement, and wild financing 
had created distrust of the banks. In the case of the early runs 
Ufxui New York banks and trust companies, there is perhaps 
some ground for this oj)inion. It does not, however, apply to 
the banks in geiKTal. In the absence of branch banking, the 
banks in each place are, with few exceptions, owned as well as 
managed by local jx^ople. The misdeeds of trusts and railways 
cannot l>e supfiosed to weaken the confidence of the people in 
those of their neighbours who happen to be engaged in banking. 
It may, however, be thought that the withdrawal of their deposits 
by the country banks was due to the distrust of the bankers in 
the large cities, but since the crisis money has been returned to 
the city banks as in former years, though there has been no 
change in the management of those banks wdiich might have 
restored confidence had it been lost. We are therefore driven back 
to the conclusion that the country banks w^ere influenced in part 
by unreasoning fear, and to a greater extent by past experience 
of the difiB-Culty of obtaining money from the reserve banks in 
times of crises. 

In the United States an equally mistaken explanation has 
found general acceptance — the inelasticity of the currency system, 
and in particular the difficulty of expanding a bond secured issue of 
bank notes to meet emergencies. In the recent crisis, however, 
there was no lack of expansion in the purchasing medium. 
During October there was an increase of $70,000,000 through 
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Govt'rnment deposits in the banks and the issue of bank notes, in 
November $120,000,000 by similar devices and by gold imports, 
and in December there was an increase of $60,000,000. In 
another crisis these means might not be available. The Govern- 
ment treasury does not always hold a surplus ; gold imix)rts 
cannot bo depended upon ; and Government bonds for circulation 
are not always procurable.^ For further emergencies, therefore, 
it may be advantageous to have a less rigid system of note issue, 
but no one should entertain the expectation that by that means 
alone troubles similar to those of last autumn will not reappear. 
No system of note issue can be devised which will be safe, useful 
for normal occasions, and at the same time will make possible 
an acceptable additional issue in time of crisis as large as the 
$250,000,000 by which the money in tlie country was increased 
in the last three months of 1907. Had greater freedom of issue 
been possible, it is more than probable that credit would have 
been extended in that fonn to sustain speculation and prevent 
some of that moderate decline w'hich came before the crisis. In 
this connection, it should be noted that none of the rneasun^s 
now before Congress contain that provision which is most 
essential to secure a safe and truly clastic currency where tluiro 
are many banks of issue, viz., the requirement that no bank 
shall pay out the notes of other banks. This is the usual prac^tice 
of the Scotch and Canadian banks, and is followed because to 
their obvious advantage. In the Gnited States, with its 
thousands of banks, the cost of note redemption would be heavy, 
and the specific advantage to any one bank w'ould be trifling. 
Without definite legal requirements, it would not be done, and 
hitherto bankers have shown no willingness to accept such an 
an’angement, or, indeed, very little conce}>tion of its iinjKirtance. 

d'he pnnci[)al sourcci of weakness in the American banking 
system can be traced to the large number of banks in the 
country. There are nearly sixty-five hundred national banks 
with aggregate resources of more than $8,000,000,000, nearly 
ten thousand State banks with resources about half as large, 
and abf»ut eight hundred loan and trust companies whose resources 
fall a little short of those of the State banks. The prorxisal of 

^ Late in November the Secretary of the Treasury sold $25,000,000 of Panama 
Canal bonds and $15,000,000 certificates of indebiedncBs, not because the Govern- 
mont needed money, but to provide further security for the issue of bank notes. 
For the form(3r, 00 per cent, of the purebaso-monoy was left on deposit with the 
banks, to wliom their sale was almost wholly confined, and 75 per cent, in the case 
of the certificates. These sales w^ere made under a strained interpretation of the 
law, and the addition to the circulation was small and came too late to bo of real 
assistance. 
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a central bank of issue, which is favoured by many persons at 
present, would be of doubtful value amon[^ so large a number of 
banks and in a country having such varied conditions as the 
United States. The experience of other countries with a central 
bank affords little or no indication of its probable consequences. If 
branch banking were to be permitted, and if sufficient time were 
to elapse to allow considerable banking concentration and the 
acquisition of knowledge of its working, many American banking 
problems would be simplified, and the experience of foreign 
countries might bo followed. 

In the existing state of public opinion in the United States, 
the acceptance of branch banking is unlikely, and therefore, in 
the consideration of legislative proposals, conditions arising from 
the enormous number of banks should not be neglected. The 
actual amount of money held by American banks (about 
$1,100,000,000) in pro^xn-tion to their deposit liabilities 
($9,000,000,000) is large, but it cannot be used effectively. It 
can hardly be ex|Xicted that thousands of bankers can bo made 
acquainted with the policy demanded by crisis conditions, and 
that they will have the courage and daring required to put it 
in practice. Qlie undertaking which Bagehot set himself, to 
convince London of the proper policy for the I3ank of England, 
was slight in comparison. In the future, as in the past, we 
may expect that in time of crises, each bank, or at any rate the 
banks in each locality, will forget that they are members of a 
close!)' interwoven system, and will act as if they were separate 
entities. In ordinary times, therefore, it is important that the 
banks should not become vitally dej)endent upon each other. The 
deposit of reserves in city banks has evidently been carried too 
far. The provision of the national banking law regarding the 
proportion of reserve which may be deposited should be changed. 
Instead of keeping two-fifths of their reserve, the country banks 
should be required to hold at least three-fifths, and instead of 
one-half, the reserve cities should be allowed to dc[)osit no more 
than one-third in central reserve cities. The practice of deposit- 
ing reserves has been greatly stimulated by the payment of 
interest, usually 2 per cent., for bankers’ deposits. Even tem- 
porarily idle funds are sent to the city banks. The country 
banks normally have much more on de]) 08 it than is needed for 
their reserve requirements, and the rapid growth of State banks 
and trust companies in recent years has added enormously to 
deposits of this nature in city banks. This is, of course, 
esjiecially the case in New York, w^here very nearly half the 
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deposits of the national banks are of that description. A law 
prohibiting the payment of interest upon bankers’ deposits would 
diminisli their amount, and at the same time would make it 
possible for the city banks to keep larger reserves against them. 
Legislation of this kind, together with some provision for a 
heavily taxed emergency note issue, are the simplest and, upon 
the whole, the most effi^ctivc legislative remedies for the 
recurring troubles among American banks, but, above all, a more 
intelligent understanding of the purpose of banking reserves is 
required. 


0. M. W. Sprague 



LABOUE OKGANISATION IN THE CUTLERY TRADE 
OF ROLINGEN. 

The Gorman cutlery industry, wliich is almost entirely localised 
in the town and noighbourbod of Solingen, presents many of the 
inti'.resting features which are familiar to those acquainted with 
the light trades of Sheffield, and offers in addition a remarkabli' 
example of successftil labour organisation, which has no equiva- 
lent in the English cutlery centre. Solingen differs from 
Sheffield in being a small town of 50,000 inhabitants, whereas 
Sheffield contains nine times that number. Indeed, the popula- 
tion of the whole area of the industry, including Solingen and 
the suiTounding country, together with the adjacent towns of 
Grafrath, llohscheid, Wald, and Ohligs, docs not number one- 
third of the inhabitants of Sheffield. Throughout this area the 
staple industry is the manufactun'. of cutlery— the manufacture, 
of tools, saws, and files, which are also Sheffield trades, being 
carried on in the neighbouring town of Remscheid, undei' totally 
different conditions, while to find the ecpiivalent of the heavy steel 
trade of Sheffield it would be necessary to include the town of 
Essen. 

Sheffield and Solingen have for many generations been keen 
competitors in the world’s markets. They are curiously similar 
in situation. Both in the past have profited by the abundance of 
waterpower on the small streams in their respective neighbour- 
hoods, and the easy access to suitable stone for grinding, while 
the mountains of Westerwald formerly supplied Solingen with an 
abundant supply of natural steel of a fair quality, obtained directly 
by smelting with charcoal . To-day steam in Sheffield , a nd electric 
power in Solingen, are taking the place of the water-wheels, the 
grindstones are no longer purely local in origin, and both towns 
alike make large use of the finest Swedish iron, which is converted 
into steel in Sheffield. Again, in both places the large proportion 
of the operatives who are ’‘outworkers,” have retained down to 
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the present day some of the independence of the mediaeval crafts- 
men. Although they no longer own the actual materials of their 
work, they still own all the necessary tools and equipment, and 
work at a time and place largely within their own discretion. 
Among the outworkers of Solingen, the threefold division into 
'‘master’' workman, journeyman (or “ datal man,” as he is 
called in Sheffield), and legally bound apprentice, is still sharply 
defined. 

In Solingen the craft of the sword-maker has been carried on 
from the earliest times, and already in the fifteenth century they 
were incorporated in three Companies of the Sword-smiths, the 
Temperers and Grinders, and the Finishers, which w-ere mutuaHy 
exclusive as to membership. Originally all blades w’cre forged by 
hand, but mechanical hammers driven by water-powx^r came into 
use in the sixteenth century, and a vain attempt in the year 
to prohibit the use of blades made in this manner only served to 
mark the predominance of the new^ method. Ride by side with 
the technical transformation an economic revolution took place ; 
there grew up a body of capitalistic merchants or factors, and the 
workers became^ w'age-earners , w’orkingon material supplied by the 
merchants. In 1571 the knife-makers in their turn attained to 
the privilege of an independent incorporation — six years later than 
the date of the earliest knowm Ordinances of the Sheffield Cutlers, 
though the members of the Sword-makers’ Cornpanos retained th(‘ 
right to exercise this humbler craft until the middle of ib('. conlnry 
following. In 1596 Ordinances were passed requiring each master 
to he fully qualified as forger, cutler, and finisher; he w'as 
forbidden to employ more than one journeyman and one apprentice 
at a time ; the use of blades made under mechanical hammers was 
forbidden : he was required to strike his owm mark on all his work. 
The Ordinances of 1687 w^ere intended to re-establish the position 
of the wwker as an independent craftsman, and to check the 
transition to the status of mere w^age-earner, but by the middle of 
the eighteenth century the change was complete, and from that 
time onward the economic conflict has centred in the problem of 
maintaining a fixed scale of wages for the various branches of the 
industry. The grinders had already become wage-earners by 1607, 
wrhen they obtained their first official scale, and this was extended 
to all brjinches in 1673. The last general scale under the Guild 
system was ratified in 1789. It gave 311 specific prices for the 
detailed work of forging and grinding knives, 200 prices for the 
details of cutler’s work, 10 prices for gold and silver decoration, 
64 prices for fork grinding, and a complicated list of prices for 



1908] 


THE OUTLEEY TBADB OF SOLINGEN 


375 


forging and grinding pocket knives, arranged in seven classes. 
The ancient nde that no master should employ more than one 
journeyman and one apprentice was reaffirmed. In 1794 the 
Scissor Makers — a body of about 200 master workmen and their 
assistants, hitherto outside the Cutlers’ organisation — obtained a 
grant of incorporation, being th(^ last section to be admitted to such 
privileges. In 1809, however, the whole Guild organisation was 
sw(ipt away, and a period of industrial anarchy engulfed the 
workers, who numbered more than 4,700, and rendered them 
powerless to withstand the devastating spread of the “truck” 
system, which was carried on by the merchants. This system of 
payment reached its full development in the period 1820-1840, and 
contributed greatly to the degradation of the ancient industry, and 
caused it to acquire an evil reputation, since the standard of work- 
manship sank to a low level under these conditions. In 1840 the 
establishment of an industrial Court with a Board of Conciliation 
in Sol ingen provided some moans of bringing the employers and 
their workers into harmonious relations: but the modern organi- 
sation does not really begin until after the concession of the right 
of combination in 1869. Since that time the wwkers have been 
able to 1 ‘ 0 -esl.ablisli their ])osition as indepemdent outw'orkcrs, and 
to offer a stout resistance to the inevitable trend towards factory 
organisation. 

In Sheffield, at the present time, the largo factory with many 
departments (unbracing all the various processes tends more and 
more become the dominant type, and there is a steady though 
gradual decline of the system of outwork, which is now mainly 
restricted to those who work for “ little masters,” thougli there are 
but few firms which give out no work at all. There are two 
classes (')f ” little masters”: the first occupy a small office and 
warehouse, and have little or no work done on the premises, but 
utilise the labour of outw orkers, generally those who are neediest 
and th(' poorest workmen. They buy the parts of the article 
stamped out by machinery, and, having had them worked up, 
trav(4 round to country towns and watering-places selling at prices 
at which the^y can defy the larger establishments who have heavy 
fixed charg(‘s and higher wage rates to meet. The other class are 
working grinders, or cutlers who employ a team of tw^o to six men 
on time wages to work with them. Such a man rents a whole 
room in a tenement factory—a cutler’s shop or grinding “ hull ” as 
the case may be— -and takes work wherever he can find it, either 
from the wo rehouse of one or more of the larger factories, or from 
little masters who do a factoring trade. Other outworkers arc 
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single-handed", or employ a man and possibly a boy to assist them ; 
such was commonly the rule of the trade when the Unions were 
stronger. The outlook in the trade is not sufficiently attractive to 
cause a superabundance of boys. In the hand-forging branches 
the personnel is practically stationary, and the trade is rapidly 
being transferred to the mechanical hammers. 

In Solingen, as in Sheffield, the transition from domestic to 
factory organisation is steadily proceeding; indeed, in the manu- 
facture of arms it is already accomplished, with the sole exception 
of the hardening process. In all branches the substitution of 
mechanical for hand hammers has transferred the forging process 
to the factories, in this respect presenting a contrast to Sheffield, 
where much of the finest cutlery is still hand-forged. The 
machine-grinding of razors has also found a foothold in Solingen, 
and electric ovens for temfiering have reached an exix'riracntal 
stage. On the other hand, the operations subsequent to forging, 
namely the tempering, gi-inding and glazing, filing, halting and 
finishing processes still to a large extent take the form of outwork, 
and are likely to remain so, A significant check has been given 
to the concentration in factories by the very rapid diffusion of 
electrical energy which has taken place among the outworkers ; 
this enables them to have at their command, in whatevi'r quantity 
may he desired, the assistance, of motive jxiwer for drills, lathes, 
grindstones and polishing wheels, and at the .same time provides 
them with electric lighting — an important advantage where fine 
work is undertaken . To the grinders it has ))roved esj)<.‘cially bene- 
ficial, since it has rendered fMassible the multiplication of private 
grinding shops attached to dwelling housiis in the suburbs, and has 
thereby improved the jwsition of many who would otherwise have 
to work either in the water-driven grinding wheels which are 
found on all the streams in the district, or in the at(.*am-driven 
factories in the town. Thus, by means of these private installa- 
tions, a positive extension of outwork has recently taken place, 
and fresh shops are being provided at the rate of 200 per annum , 
half of w'hich are grinding wheels. It may, indeed, be said that 
all manufacturers give out more work than they carry out in 
their own factories, and the largest firm in Solingen, who employ 
2,400 workers, only find work for some WO on the premises. 

The outworking grinder either occupies his own shop, some- 
times singly, sometimes in partnership with one or more fellow- 
workers, or rents a “ Stellung ” (or “trow” as it is called in 
Sheffield) from the proprietor of a tenement factory, paying a 
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weekly rent of from Is, to 65. per week, the larger sum being the 
most usual, but the former price still to be found in some of the 
more dilapidated water-driven wheels. For this rent he obtains 
shop room and power, but must supply his own grindstone (a new 
stone costs £1 to £8), glazcrs, and other tools. ^ If he employs 
another man or an apprentice to work with him ho must pay 
double rent. The wages for which he works are thus subject to 
im|X)rtant deductions, which render the calculation of nett wages 
and nett labour cost of production a matter of some complexity. 
The local income-tax regulations allow a, deduction from a 
grinder’s gross earnings, on account of expenditure on tools and 
rent, varying from 20 per cent, in the case of razor grinders to 
33J per cent, in the case of sw^ord grinders. Fvcui these figures 
do not, in some cases, represent the full extent of tlu'< outlay 
involved. 

At the opening of the nineteenth ccmlury there were in Solingen 
and the neighbourhood 4,700 cutUuy w^orkers, distributed as 
follow^s : — 



“ Privileged 
master 
workmen. 

Their 

assistants. 

Unprivileged ” 
workers. 

Total. 

Sword makers 

580 

480 

570 

1,630 

Knife makers 

400 

600 

700 

1,700 

Scissors makers ... 

200 

200 

100 

500 

Grinders 

500 

400 


900 


1,680 

1,680 

1,370 

4,730 


It is noticeable that a considerable proportion of the total number 
of workers at that time consisted of ‘‘ wild,” or unprivileged men, 
wdio were included in the Guild. There w^cre then 93 grinding 
wheels in the Solingen district. Work was irregular, being 
checked by frost in winter and by drought in summer, as w-ell as 
by bad iradc ; thus the grindiT commonly spent part of his time in 
cultivating a plot of land. Steam wdieels were first introduced 
about 1850. In 1832 there wwe 89 w-heels ; in I860 there were 
105 ; in 1895 the number had risen to 189, of wdiich 63 were driven 
by w^ator and 107 by steam. There are now some 700 grinding 
wheels, less than 30 being driven by w^atcr powder, the greater 
number being small establishments with electric installations. 


No. of grinders. 

1860 1,683 

1875 1,846 

1885 3,007 


No. of grinders. 

1895 3,727 

1898 4,027 

1908 5,083 


> Similarly, a Sheffield table-blade grinder renting two “ trow,s ” has to provide 
for a weekly outlay of about 15s. for rent and 6s. for materials. 
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Two-thirds of the grinders are now independent master workmen. 

The total number of cutlery workers is as follows : — 

Organised Organised 
in Local in National Un- 
Fedoration. Federation, organised. Total. 


Grinders 3,189 1,070 774 5,033 

Forgers 378 731 120 1,229 

Cutlers, Hafters, Filers, and 

Finishers 2,381 2,558 895 6,834 


5,948 4,359 1,789 12,096 

These ligures are obtained from trade union sources, and may 
bo taken to include all regular workers in the trade, though a 
strict census eiuinieration would probably increase the totals. 
The 12,000 thus employed are composed—* in round numbers— 
of the following groups 


Employed in 

Number. 

Pocket-knife Trade 

3,300 

Scissor Trade 

3,2(K) 

Table-knife Trade 

2,000 

Razor Trade 

2,(K)0 

Sword Trade 

.000 

Various . 

1.000 

12,000 


The four cliief departments of the cutlery industry are the 
forging, the grinding, the putting together or cutler’s work proper, 
and the final finishing, the first and the last being almost entin^ly 
carried out in tlie factories. In the forging proct'ss miu^h 
machinery is employed. For razors and scissors cVic forging under 
a drop hammer is ui.ual ; for table and pock(*( bladc^s trip and tilt 
hammers are used, and in the case of the tabU* blades mori* (dahor- 
ate machiiK's witli two or four Jiainmers opt*rating against om* 
another simultaneously. In all cases the superfluous metal is 
then sheai'cd off, and the exact contoui* given to the article in a 
cold fly-press. In the case of mechanically forged goods, owing 
to the regularity of form attained, there is probably some saving 
of labour in the sub.sequent processes of grinding or filing, par- 
ticularly in the case of hollow forged razors. The grinding propeu* 
is carried out on largo sandstone whexds, often s(‘V(‘n to nine feet 
in diameter, moistened by a slight stream of water from a pipe. 
The top of the stone revolves towards the grinder as he sits facing 
it, holding his work against the face of the stone, with th('. help 
of hands and knees, some eighteen inches from the ground. This 
process finished, the same man takes his work to another room 
for the “glazing” or finer grinding; this is done on revolving 
disks of wood, about IS inch(*s in diameter, the leather-coated 
periphery of which is dressed with emery fiowder of varying 
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degrees of fineness. Goods of the best quality are given their final 
polish by means of rouge powder, on a wheel covered with soft 
leather, or by using a revolving brush or “dolly” and Vienna 
chalk. Work which cannot be adjusted to a revolving stone or 
wheel, such as scissor handles, must be filed. The occupation of 
the “cutler” proiJcr is furnished by the process of putting 
together, as a pocket knife is built up out of mnnerons parts. The 
cutler’s work is a succession of skilful manual adjustments, each 
knife being a unique agglomeration of parts which are not intc'T- 
changiMible with another knife out of the same batch. Tt is thus 
intelligible that the (sutler, although his work is not particularly 
arduous or (exacting, sliould enjoy a high rc'putation as a handy 
man for any manual job. The last process is that of the 
“finisher ” in the factory, who gives the final external polish and 
leavers the article l eady to hand to the customer. 

h]s])ecially in the grinding and putting togethc^r of cutlery goods 
the system of outwork is still prevalent. The grinder needs only 
simi)le motive iX)W'er, and the cutler, until recently, was aceus- 
t(jmcd to do without powei’ altogether, to make all his borings, 
Ac., by hand, and to use a siinjde foot lathe to rotate his glazer. 

In such circumstances the attem])t to concentrate the wwk 
in factories brings wdth it few" economies, but it facilitates labour 
organisation. Outworkei's are difficult to organise even for so 
fundamental an object as the defence of a common piece-work 
price-list. When large numbers of them live beyond the limits 
of the town, and may even work in their own homes, they acquire 
little of the esprit de corps of a factory, and the price-lists are 
(‘xcoedingly difficult to preserve from the insidious attacks of dis- 
counts conceded by needy workmen here and there wh^ui work is 
scarce. The chief reason w"hy the grinders both in Sheffield and 
Solingiui liavci bocui better organised than the cutlers is that they 
are more congregated at their work. In Sheffield, indeed, owing 
to ineffective organisation, few if any of the printed price-lists 
which arc still found in the cutlery trades are literally adhered to 
at the present time. In Solingon the case is quite otherwise. 

Until recently the workers of Solingen were united in numerous 
sectional societies, each embracing those occupied in a single 
process in the manufacture of one of the staple articles. The 
formation of powerful sectional unions practically compelled the 
employeis to unite in self-defence in their turn. Thus the basis 
of the present organisatioji is found in the existence of some thirty 
to forty sectional labour unions confronting a number of employers’ 
associations. 
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The most prominent of these employers’ associations are those 
of the Sword Cutlery Manufacturers, the Pen and Pocket Knife 
Manufacturers, the Table Knife Manufacturers, the Eazor Manu- 
facturers, and two Associations of Forge Proprietors, one of which 
is confined to Pen and Pocket Blade Forge Proprietors. Naturally 
jnaiiy of the employers b(dong to two or more of these societies, 
according to the scope of their businesses. The leading labour 
unions, with which these have to deal, are the Scissor Grinders' 
Pnion, with 1,250 members, the Table Blade Grinders, with 
about 900 members, the Eazor Grinders with 700 numibers, the 
Pen and Pocket Knifi' Cutlers and Finishers, each with 650-700 
members, the Table Blade, Scissor and Fork Forgers with 560 
members, the Pen juid Pocket Blade Forgers with 200, the three 
unions of Table, Butcher, Bread and Vegetable Knife Cutters, 
together including 480 members. It is worth while to glance at 
the history of the principal unions. 

Scissor Grinders' L'uzou.-— After the concession of tln^ right of 
combination by the law of 1869, the grinders (juickly stuzed the 
opportunity presented by a series of prosperous years, and built 
up a strong organisation. The Scisvsor Grinders’ Union was estab- 
lished iri 1872, and over since that time has remained one of the 
most powez'ful societies. The policy of enforcing their demands 
on individual firms onc'. at a time soon brought home to the em- 
ployers the need for defensive alliances, and already in 1874 the 
Associated Scissor iManiifacturers were able to make a firm stand 
for five montlis, during which period they gave out no work. In 
February, 1875, the injurious dispute came to an end, and an agree- 
ment w^as ratified whicli fuovided for the establishment of a joint 
Conciliation Board and a guaranteed piece-work price-list. Both 
sides w^re f>ledgf.‘d to enforce the list on those masters or w'orkmen 
who stood outside their rcsf>ectivc organisations, and no alteration 
of th(' list could be entertained without three months’ notice. 
Agreements of this character have been in force for thirty years, 
and recently their operation has been extended to most branches 
of the staple trade. The price-list for scissor grinding w'as modi- 
fied in 1878, after which it was maintained unaltered until 1890, 
in spite of seve re trade depressions and the competition of “ wild ” 
or unorganised workers at lower prices. Some evasion occurred 
which was made possible by the connivance of individual grinders, 
as, for instaiKXi, by giving a “full j)olish ’’ w^hen only “three- 
quarter polish “ was entered and paid for, but when such practices 
were discovered the employer was compelled to refund the defici- 
ency to the union. On the whole the agreement was successful in 
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securing steadiness of wages and in maintaining the quality o( 
work. An increased list was conceded in 1890, which survived 
an obstinate attempt to break through the agreement made by one 
of the most important firms in the district during the years 1898- 
1900. This dispute ended in a victory for the grinders and the 
recognition of an even more favourable price-list. In the follow- 
ing year the Manufacturers’ Association attemj)ted to effect a re- 
duction, and the Conciliation Board in this case failed to attain a 
pacific arrangement, as did also a special Board appointed jointly 
by the Central Committee of the workers and th(^ Federation of 
Manufacturers’ Associations. The consequent strike and lock-out 
resulted, howewer, in the re-establishment of the scale, and in an 
undertaking to maintain it unaltered for three years. The present 
list dates from October, 1907. It is an elaborate pamphlet of 45 
pages, one half of which is occupied by thousands of detailed 
pri(tes applying to the immense variety of goods handled according 
to their kind, size and quality, the other half giving 125 drawings 
of the principal tyj>es of scissors dealt with and an index. The 
prices laid down are minimum prices, and arc, as a matter of fact, 
exceeded by some of the best firms; they must be maintained 
under penalties by both the employers and the men. Bepeated 
infringement involves the exclusion of the offending member from 
the society to which he belongs. The grinders may work for no 
master who does not pay the scale, and the employers' are bound 
to refuse employment to any grinder who is convicted of taking 
less than the minimum. The Conciliation Board adjusts all ques- 
tions which arise between the two organisations. Three months’ 
notice of any pro{X)sed change of prices must be given, and altera- 
tions which are ratified by the Board can only come into force 
after another interval of three months, except by special agree- 
ment. The Board consists of seven employers and seven grinders 
apjx)inted by their respective organisations ; the chairman is an 
employer. The number of scissor grinders employed has trebled 
in thirty years. 

Table Blade Grinders' Union.— As early as 1872 the table blade 
grinders carried out a successful agitation for a 25 per cent, increase 
of prices, in spite of the masters’ refusal to supply work during a 
four months’ dispute. Having little to fear from foreign com- 
petition they were able to dictate their own terms, and seem to 
have been masters of the situation during the period 1873-6, when 
the ‘ ‘ king ’ ’ of the grinders issued his mandates in the newspapers 
from day to day, and summoned employer and grinder alike to 
appear before him and justify wages given or received. The 
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employers, however, in 1875, followed the example of the scissor 
manufacturers, and formed an association. Two years later one 
of the chief firms attempted to introduce a new subdivision of 
work in the grinding and polishing, and to pay nett wages to their 
workers, the firm supplying all necessary tools and appliances. 
After a four months’ dispute the association came to terms with 
the men, whereupon the firm referred to left tlie association and 
the union broke down. It was not until 1887 that the table knife 
manufacturers came to a mutual understanding with the Grinders’ 
Union, and concluded the establishment of a price-list and a Con- 
ciliation Board. This Board was often called upon to investigate 
complaints against employers for abandoning the scale, and in 
many cases enforced the payment of an indemnity. In 1888 
another imp(jrtant dispute occurred with reference to the system 
of work adopted by the above-mentioned firm. This firm supplied 
its grinders with all those tools and mafijrials which the inde- 
pendent outworker found for himself, thus destroying all uni- 
formity in the price paid for the work as compared with other 
firms, and in the eyes of the latter gaining for themselves an 
unfair advantage. In 1902 the Union demaiided from the Manu- 
facturers’ Association an advance of prices ; the association replied 
that the competition of such firms as the above was hitting their 
memborB hard, and that a reduction of wages instead of an increase 
would be required if it continued. They also reminded the grinders 
that they were not canying out their agreement to work for no 
firm w^ho evaded the price-list, and threatened to withdraw^ from 
their obligation not to employ grinders who worked below the list, 
so that they might be free, if they wished, to obtain goods from 
the illegal firms. In 1903 the manufacturers express(‘d their 
willingness to adopt a new price-list, including rates for work on 
the new system, on the grinders undertaking to see that the illegal 
firms promise^ their adhesion also. The firm with wdiom the 
trouble originated adopted a special scale of payment for sub- 
dividiid work drawn up by a Commission,^ and undertook to ob- 
serve the new price-list. After a sharp conflict the new list with 
increased rates was ratified, and all the old obligations were'- fully 
restored. 

Pocket Knife Cutlers* Union . — In this branch home work 
abounds, and there is a natural tendency to call in the assistance 
of women and children ; moreover, since the workers are widely 

^ This iirm pays nett wages, at a discount of 334 cent, from the price-list. 
Together with two or three other firms, where a system of subdivided labour is in 
force, they are strictly boycotted by the trade unions. 
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acattcrod, and much of the work requires but little stienRth or 
skill, organisation is difGcult, and standard rates are easily brokcji 
through under pressure of poverty. The Union was established in 
1889, but the prolonged negotiations for a common price-list were 
fruitless, and a five weeks’ strike finally took place in January, 
1895. Inquiries made at that time showed that there were 801 
master workmen employed, assisted by 223 journeymen and 358 
apprentices. Of this number 662 masters and 27 journeymen 
belonged to the Union ; subdivision of employments and women’s 
labour were common , and thirteen hours was the usual length of 
the working day. A Conciliation Board was established at the 
conclusion of the strike, which worked out definitions of standard 
qualities for the trade, but no agreement about prices could be 
attained, and the following ytjar the dispute broke out afresh. 
This time the strike la.sted seven weeks, and was assisted by coji- 
tributions received from the cutlery unions in Sheffield. Finally a 
settlement was reached on the ground of mutual recognition of a 
price-list and the re-establishment of the Conciliation Board. \ 
fresh list was adopt<‘d in 1900, which was enforced upon the manu- 
facturers wlio were outside the Association. In 1904 there arose 
a difficulty with an important firm with regard to the calculation of 
deductions to be made from the list for work given out in a more 
advanced state than usual, certain preparatory work being per- 
formed in the factory. In spite of the com))arative weakness of 
the organisation an agreement w'as reached after a short strike. 

/’( II and Pocket Knife Finishers' Union .—The finishers, to the 
number of 600, stood firm through a ten weeks’ strike before they 
succeeded in securing a recognised list. This struggle cost them 
£5,000, and similar sums were lost both by other branches of 
workers and by the employers. New lists were subsequently 
obtained in 1900 and in 1907. 

Pocket Blade Grinders’ Union. — This organisatym was founded 
in 1872, and the Pocket Knife Manufacturers’ Association in 1880. 
There was a strike in 1882, and a prolonged dispute in 1890, which 
was concluded on the recognition of a price-list and a Conciliation 
.Board. Frcjsh agreements were ratified in 1907. 

Forge Workers’ Union.— In the machine forging, which has 
developed rapidly during the last twenty-five years, a price-list 
was first established in 1900, after an obstinate strike which caused 
the employers to unite in the Forge Proprietors’ Association, and 
join in a common Conciliation Board. In this struggle the 
workers were supported by the German Metal-workers’ Federation. 
The agreement in this case covers not only the establishment of 
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an agreed priced-list and a Conciliation Board, but also deals with 
hours of work, Sunday work, employment of youths, and other 
matters. 

Both the employers’ associations and the labour unions are 
respectively consolidated in wider federations. Thus many of the 
employers’ federations belong to the “ Verband dor Fabrikantcn- 
veroine,” which was founded in 1890, and re-established in 1900, 
and which admits to membership not only employers’ associations 
but also individual manufacturers who have no opportunity of 
joining any existing organisation. This federation forms a second 
line of defence against the trade unions, and a further means of 
negotiation in cases where the sectional Conciliation Board has 
failed to settle a dispute. Its membership includes the chief asso- 
ciations, namely, the Manufacturers of Scissors, Tabic Knives, 
Pocket Knives, Forks, and Razors. Side by side with this federa- 
tion arc two others, the “ Verein zur Wahrung der wirtschaft- 
Uchen lntcress(‘n der Soliugen Industrie’’ and the “ Verband von 
Arbeitgcbern irn Kreise SoJingen,” both established in 1903. The 
former is composed of individual manufacturers who own their own 
works, those who only employ outworkers being specifically ex- 
cluded. It is not confined to members of the cutlery trade. 
Voting is regulated by the total amount paid in wages ar\d salaries 
during the })r(wious year. Tlu^ sum of .£ 1 ,500 so paid gives a right 
to on(‘ vot(‘, two are given for .13,000, three for .1^5,000, and an 
additional vote for (‘.ach furtluT £2,500 u}> to a }K)ssible maximum 
of twenty-one votes. The iiieinbership is not large numerically, 
yet it represents probably more than half the wages paid in 
Soliugen, and the Association gains in solidarity what it loses in 
comprehtmsiveness. If one of the members is boycotted by a 
trade union no otln'r inembcr may employ the defaulting workers. 
On the othen* hand, a lock-out must bo ratified by threo-fourtlis of 
the votes at a special iuecting. The othcT association , the ‘ ‘ Federa- 
tion of Employers in the Solingen [District,” tries to embrace 
all employers, whether as sectionally organised or as individual 
members. Voting }K)wer here also is proportioned to wages and 
salaries. Thi^ object is to form an organisation which may conn- 
torbalance tlie practically universal organisation of the men. The 
Federation is one of the numerous similar organisations which are 
united in the “ Verein deutscher Arbcitgeber Verbiinde.” It has 
a large membership, including the Associations of Foundry Pro- 
prietors, Sword -cutlery Manufacturers and Pocket-blade Forge 
Proprietors, and has on more than one occasion successfully inter- 
vened in disputes. 
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The Labour Unions are united on their side in two wider 
federations, as well as by a Central Committee of delegates, or 
Trades Council, with somewdiat extensive functions. The purely 
local federation of cutlery workers known as the ‘ ‘ Industriear- 
beiter Verband,’* which includes more than two-thirds of the 
organised workers of the staple trade, is of recent origin. It is 
a manifestation of the spirit of sturdy independence and jealousy 
of external domination which actuates the wwkers of Solingen, 
and is a friendly opponent of the local branch of the national 
Federation of Metal Workers (“ Dcutscher Metalarbeiter Ver- 
band”). The latter is not confined to eutlery workers, but 
includes metal wwkers in miscellaneous trades, the latter consti- 
tuting half the membership of the branch. The rivalry between 
these two bodies has provided a keen stimulus towards effective 
organisation , and has materially contributed to the success of the 
labour movement in Solingen. 

The “Central Committee of the Solingen Trade Societies” 
was founded in 1899, and is composed of delegates from the 
sectional Unions affiliated to it at the rate of one delegate for the 
first 100 members, and an additional delegate for each additional 
300 members. The delegates apjiojnt an executive committee of 
seven members and three supervisors. All the affiliated socicjties 
are bound to carry out the decisions of the Committee. The con- 
tributions are at the rate of 10 pfg. per month per member of 
the affiliated societies. The Committee gives no monetary assist- 
ance in the case of strikers or boycotts, except in extraordinary 
circumstances, but it affords legal defoiic(‘ in actions arising out 
of the activities of its members on its behalf. The Committee 
maintains a Labour Inquiry Bureau, which gives advice with 
regard to all matters relating to insurance, conditions of wurk, 
legal difficulties, taxes, military service, and the like; the 
Committee also pays special attention to the enforcement of the 
beneficial provisions of the Labour Laws, and supervises the 
elections to the Industrial Court. 

The powerful and energetic organisation known as the German 
Metal Workers’ Federation, itself a member of an international 
federation, has for years carried on a keen agitation in Solingen 
with the object of affiliating the local Unions. It has been joined 
by the old trade society of the Forge Workers, and by the Foundry 
Workers — both of these groups being factory workers — and by 
the bulk of the cuth^rs, grinders, and finishers of pen- and pocket- 
knives, as w^ell as by a large number of individual members 
belonging to other groups. 

No. 71.— VOL, XVIIL 
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The local federation, the “ Industriearbeiter Verband,** was 
established in 1907 in spite of the opposition of the Metal Workers’ 
Pcderation, and the reluctance of some of the stronger of the 
sectional Unions to abandon their independence, which sentiment 
had prov(3d fatal to all similar schemes in the past. It is really 
the offspring of the Central Committee, and is an amalgamation 
of about thirty-five sectional unions or groups of workers which 
must each be affiliated to the Central Committee. Most of these 
sections had previously their own constitutions and funds, though 
they varied greatly in influence and efficiency. The Federation 
only admits individual members when thenj is no group organisa- 
tion for them to join. The total membership is more than 6,000, 
of whom the manufacture of scissors employs 2,360, tabic and 
other large knives 1 ,460, razors 790, pocket knives 540, and sword 
cutlery 410. Racffi se(‘tion appoints two delegates if its member- 
ship is less than 200, and three if it exceeds that number. These 
delegates elect an executive of nine persons. When a dispute 
arises it is the duty of the executive to obtain full information as to 
its origin, the demands that arc put forward, the number likely 
to be affected, the proportion of organised and of unorganised 
workers, the state of trade, and all other material circumstances, 
and report to the next meeting of the delegates ; these may ratify 
a strike or boycott by a vote of not less than twro-thirds of the 
number ])resent. The contributions paid by the members are at 
the rate of 50 pfg, a week for those over sixteen years of age, and 
20 pfg. a week for apprentices. Every master workman who 
employs a journeyman or apprentice is responsible for his con- 
tributions as well as his own. The benefits arc as follows — 

Strike Pay . — Members over eighteen years of age draw 12s. a 
week, or if married 15s. a week and Is. 6d. for each child under 
fourteen years, up to a maximum of 21s. a week. Apprentices 
receive 6s. when fourteen years old, increasing by 8s. for each 
additional year of age. 

Out of W ork Pay . — Subject to six months’ continuous member- 
ship, members over eighteen years of age receive 10s. a week, 
under that age 4s. a week. Married members receive in addition 
Is. a week for each child, up to a maximum benefit of 14s. a week. 
The benefit takes effect from the seventh day of unemployment, 
and is limited to six weeks’ duration in one year. 

Sick Pay , — Subject to one year’s continuous membership adult 
members receive 6s. a week, commencing with the second week 
of sickness. This benefiit is limited to twenty-six weeks’ duration 
in any year. 
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The effectiveness of the federation is shown by the mutual 
helpfulness of the branches to one another, the well-organised 
sections taking the part of the weaker, and refusing to work for 
an employer who evades the agreed scale. In this way the main- 
tenance of the established price-list is secured even in the case of 
unorganised employers and workmen. The employers’ associa- 
tions also support tho policy of making the price-list universal, 
and put pressure on the Unions to secure recognition of the lists 
by those employers who are outside the associations, these being 
for the most part small masters and merchants who are trying 
to undersell the large houses by paying low wages. In 1906 the 
Flat-tanged-knife Cutlers, one of the worst situated branches, 
secured the consent of the Table Knife Manufacturers’ Associa- 
tion to an increased scale of prices to take effect on January 1st, 
1907. The assistance of the Table Knife Grinders’ Union was 
invoked in order to secure the adherence of the 160 employers 
who stood aloof from the Association. One firm, however, 
refused to recognise the list, and thirty outworking cutlers who 
had worked for the firm for decades went on strike. The in work- 
ing cutlers belonged to the Metal Workers’ Federation, which 
refused to recognise the dispute. ^Ihe inworkers, however, refused 
the terms offered by the firm, and both the grinders and cutlers 
went on strike before a settlement could be reached. 

In another instances a small but well-organised branch, the 
Scissor P'inishers, came to the assistance of the large and powerful 
body of Scissor Grinders. The latter had been unable to secure 
the recognition of a new price-list by certain of the firms standing 
outside the Scissor Manufacturers’ Association, and in one case 
the dispute had lasted thirty-two years. The small but compact 
body of Scissor Finishers were able to bring the recalcitrant firm 
into line, and so terminate the long-standing quarrel in 1907. 

A good example of an old exclusive craft is found in the highly 
skilled occupation of sword hardening, in which three families, 
all outworkers, enjoy a complete hereditary monopoly. All 
attempts to supplant them by training workers in the factories 
have hitherto failed. 

Another interesting feature of the Solingen organisation is the 
prevalence of the time-honoured practice of insisting on the repay- 
ment by employers of any deficiencies of wages due to evasion 
of the wage scale which is proved against them. This is effected 
by the agency of the Conciliation Boards. During 1907 a total 
amount of ^6460 was received by the local federation from this 
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source, one employer alone having to pay £90. This money is 
used by the Unions for the relief of necessitous workers. 

Though not all the groups of workers are equally strongly 
organised, more than a score of craft organisations have now their 
own printed and ratified price*lists, and even where the organisa- 
tion is most defective the federation is able to secure a fair measure 
of uniformity. In every branch stress is laid on the policy of 
discouraging the worker fnom becoming an employer with a 
handful of men working with him, though he is given every 
assistance in maintaining and improving his status as a hona fide 
workman. With this object there is one regulation which is most 
rigorously insisted on, namely, the one which prescribes that no 
master workman may employ more than one journeyman and one 
apprentice at the same time. This same rule, as we have already 
seen, was enforced by the Guild Ordinances in the sixteenth cen- 
tury. Thus regarded as a whole the position of the workers is 
exceptionally favourable, and it is not surprising to find that they 
present a fine body of men, remarkable alike for their prosperous 
industry, high intelligence, and sturdy independence. 

The fact that development of factory organisation has gone on 
concurrently with the creation of the labour organisation above 
described proves that the older crafts can prosper in the new 
circumstances of the industry. Indeed, it may well be that the 
concentration that has taken place has itself been a factor favour- 
able to efficient organisation. Though the transition to the 
factory system of production will run its course, it cannot be 
expected that the trade will for a long time to come be completely 
subservient to a machine process. The immense variety of pro- 
ducts in (‘acli branch of the trade makes it very difficult to 
standardisci i>atterns or to adapt automatic machinery. A single 
forge may, for instance, have to deal with as many as 2,000 
different patterns of jK)cket knife blades. Again, in the grinding 
department th(^ whole of the work except for some mechanical 
grinding of razors and table-knives is dependent on delicate 
manual skill, and the variability of the consistency of both steel 
and stone makes the problem of automatic grinding doubly baffling. 
Apart from these difficulties no method of machine grinding has 
yet been devised wffiich can give a cutting edge to an article, and 
thus the finishing at least must be done by hand. So long as 
handwork survives the system of outwork is likely to con- 
tinue. The importance of diffused electric power in this 
connection has been already noticed, and its influence in 
counteracting the tendency to concentration. A further 
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condition essential to the prevalence of outwork must not be 
overlooked ; this is the necessity of giving close attention 
to the improvement of technique and to the thorough training 
of apprentices. The former is encouraged in Sol ingen by the 
elaborately equipped “ Fachschule,” devoted exclusively to pro- 
moting the interests of the cutlery handicrafts, while the Indus- 
trial Code prescribes for all workers a compulsory term of appren- 
ticeship ratified by written indentures. The period of service is 
determined by the rules of the individual Unions, and in most 
cases lasts for four years beginning with the fourteenth year of 
age, though in the case of razor grinding it is one year longer. It 
remains to be seen whether the compreheTisive system of federated 
organisation which is now in operation will provo itself equal 
to the storm and stress of trade fluctuation. The Conciliation 
Boards are a spontaneous growth arising out of the special circum- 
stances and needs of the industry, and thanks to the intelligence, 
patience, and good feeling which has prevailed on both sides have 
hitherto proved themselves a potent influence'- on the side of peace. 
Even the isolated cases in which they have failed to attain their 
object have only served to demonstrate their usefulness more 
completely. 

The revised statutes of the Table-blade Grinders’ Conciliation 
Board, which has been in operation since 1887, arc here appended 
to serve as an example of the regulations which govern these 
bodies. A common Conciliation Board of the whole trade will 
shortly be (‘-stablished , and its rules, which arc now under con- 
sideration, are expected to correspond closely to the following : — 

“ Statutes for the Conciliation Board between the Table-knife 
Manufacturers’ Association and the Table-knife Grinders’ Union in 
Solingen. Effective from March Ist, 1004. 

“1. The list of prices and qualities is to be rnutally established 
by the two organisations, and similarly wdth every alteration thereof. 

‘*2. When either organisation regards as necessary an alteration of 
one or of all the prices, they must send written notification of the 
termination of the old price-list to the other party. Three months’ 
notice must be given, during which time the now prices must be 
completely arranged ; they will come into force one month after the 
expiration of this interval, unless both parties agree upon another 
date. Prices for descriptions which are not included in the list, as 
well as for sub-divided work, come into force three months after 
agreement is reached. 

“ The Grinders’ Union, after the prices have been determined, 
must bring evidence within an agreed interval that the majority of 
the employers outside the Manufacturers’ Association have declared 
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themselves willing to pay the same prices, and that the Union has 
taken the measures that are necessary to convince themselves that 
the obligations entered into by these employers are scrupulously 
carried out. 

“3. A Commission, consisting of five members appointed by 
each party, has been established under the name of * Board of Con- 
ciliation ’ to undertake the supervision of the punctual carrying out 
of all the regulations concerning the price-list, and to obviate such 
defects as may arise, 

“4. The members of both associations are bound to make the 
strict maintenance of the details as to prices and qualities estab- 
lished by agreement their first consideration. When a difference 
arises between an employer and his workmen, every effort must be 
made to effect a prompt settlement on the basis of the existing 
regulations. If such an nnderstanding is not attaixied, the duty of 
trying to adjust the matter falls on the executive of the Grinders' 
Union. If a settlement is not arrived at even then, the matter will 
be placed in tlie hands of the Conciliation Board, whose decision is 
in every instance final. An a])peai against the decision may be laid 
before the General Meeting of the association (•oncemed. 

“ To secure more effective control every employer must supply 
his grinders with wage-books. 

“ 5. The members of both associations are bound to submit their 
wage-books to the executive of their own association on demand. 

‘‘ 6. Wage deficiencies which come to light through the control 
oxercjised by the (jrinders’ Union must ho adjusted by the Executive 
of the Union with the employer concerned, in cases in which a 
memorandum relating to the point at issue has remained on the 
delivery note, and no notice has been taken of it by the employer. 
On the definite refusal of the employer to settle the matter, it must 
be immediately placed in the hands of the Conciliation Board, which 
must decide the question. Any member against whom complaints 
are made is bound to appear before the Conciliation Board, or to be 
represented; otherwise the matter will go by default. 

“7. Wage deficiencies which the grinder himself reports to his 
Union within one month will be repaid to him after the settlement. 
Deficicnces of longer standing are paid into the funds of the Con- 
ciliation Board. 

“ 8. Deficiences, the settlement of which falls upon the Con- 
ciliation Board, must be notified to them within six months, and 
must be settled by them within three months after the notification. 
The Board has, however, the right to extend the period for settle- 
ment in cases where difficulty arises. 

“ 9. If a grinder is proved to have worked for less than the list 
price, he must, on the application of the Union, be refused work 
by the members of the Manufacturers’ Association until he has 
fulfilled the conditions imposed upon him by the Conciliation Board, 
If an employer be shown to have had grinding done below the 
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list price, and refuses to comply with the conditions imposed upon 
him by the Conciliation Board, then, on the application of the Manu- 
facturers’ Association, no member of the Grinders’ Union may work 
for him until he fulfils his obligations, 

‘‘ 10. Neither association is authorised to take any steps against 
a member of the other association without the authority of the Con- 
ciliation Board, No publication in the Press of the names of 
members of the associations who are opposed to one another may 
take place in any circumstances. 

“ 11. Members of the Manufacturers’ Association are bound, on 
the decision of the Conciliation Board (when the Board regards it 
as absolutely necessary) to lay their books relating to the dispute in 
question before the Presidents of both the associations concerned. 

“ J2. Should an employer apply for admission to the Manu- 
facturers’ Association, the first step must be to give notice to the 
Grinders’ Union. If the Union does not inform the Manufactiirors’ 
Association within two weeks of any complaints against the employer 
in question, he may be admitted to membership. 

“ 13. Moneys accruing to the funds of the Conciliation Board will 
be devoted to the support of necessitous grinders, by resolution of 
the Board. 

‘‘14. The right of making alterations and additions to the above 
agreement is reserved.” 


G. I. H. Lloyd 



APPRECIATIONS OF MATHEMATICAL THEORIES. 


III. 

Continuing my retrospective survey of mathematical papers 
contributed to the Economic JorKNAL,^ I come to Mr. Bicker- 
dike’s article on the “ Theory of Incipient Taxes,” published 
December, 1906. The article should be read with Mr. Bicker- 
dike’s review of Professor Pigovi’s Protective and Preferential 
Import Duties, with Professor Pigou’r, remarks on that review, 
and Mr. Bickerdike’s rejoinder.’- 

Mr. Bickerdike has accomplished a wonderful feat. He has 
said something new about Protection. The. novelty is perhaps 
not conspicuous in the first of the two propositions which con- 
stitute his thesis “That in pure theory advantage is always 
possible in normal circumstances fiom either import or export 
taxation when the taxes are small enough.”® This may seem 
at first sight to he a repetition of the doctrine which Mill and 
Sidgwick and Professor Nicholson have made familiar ; that 
under certain circumstances a country may benefit itself at the 
expense of the foreigner by a customs duty. But it will be found 
that Mr. Bickerdike adds to our knowledge of the circumstances. 
He predicates advantageousness of a new class, “incipient” — 
or small finite— taxes. There is novelty also in his second pro- 
position : — “In the case of incipient import taxes, the tendency 
to advantage is greater the more elastic the demand of the taxing 
country for the articles taxed.” That demand, it is explained 
in the context, is more elastic when there is an untaxed home 
supply, that is, when the tax is protective. This is a division 
very different from Mill’s, which expresses a generally received 
view ; — “Duties on importation may be divided into two classes, 

1 See Economic Journal, Vol. XVII. p. 221 and p. 524. 

® See Economic Journal, Vol. XVII. pp. 98, 289, 583. 

* The words which follow in the original, “except in one peculiar and unlikely 
case," are here omitted ; for it will be argued in the sequel that this peculiar case 
is not merely unlikely but impossible. 
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those which have the effect of encouraging some particular branch 
of domestic industry, and those which have not. The former are 
purely mischievous both to the country imposing them and to 
those with whom it trades.”^ . . . A protecting duty can 
never be a cause of gain, but always and necessarily of loss, to 
the country imposing it.”“ 

Observing this contrast, the reader will perhaps modify his 
first impression, and, not denying that Mr. Bickerdike’s doctrine 
is new, will begin to question whether it is true. But the 
appearance of extixime paradox will, I think, disappear upon 
further consideration. The opposition between Mill’s received 
doctrine and Mr. Bickerdike’s new thesis is not diametrical, 
as Mill was not adverting to the particular species of customs 
duties which Mr. Bickerdike characterises as “incipient.” Mr. 
Bickerdik()’s second prof)osition , read with his first, is in keeping 
with tile most recent results of the mathematical method 
applied f.o international trade. Thus Professor Pigou, in 
his Protective and Preferential Import Duties — published 
contemporaneously with Mr. Bickerdike’s article — argues that 
in a certain case, which I might describe as that of 
an “incipient” tax,^ in Mr. Bickerdike’s phrase, “the direct 
burden [incident to raising an assigned amount of revenue] under 
a protective can be proved smaller than that under a customs 
plus excise duty.” He finds that “ there is no general a priori 
presumption either for or against the imposition of protective 
duties as a means to raising revenue.” “ This conclusion,” he 
observes, “is of course very different from the sweeping con- 
demnation with which popular Free Trade theory envelops all 
proposals in any way tainted with JVotection . ” ^ I submit that 
free traders of the classical school have “ the root of the matter,” 
as Ricardo would say. In the balance of advantage they weigh 
the items of first magnitude. They “ take care of the pounds.” 
The pence which they neglect may as often occur on one side of 
the account as the other. But the balance would seldom be 
turned by taking account of the pence. Thus, on the one hand, 
it is little discredit to practical free trade that it neglects mathe- 
matical refinements; on the other hand, it is no presumption 

1 Political Economy, Book V. oh. iv. § 6, paragraph fifth from the end. Remote 
consequences such as the development of industries are not here in question. 

^ hoc. cit antepenultimate paragraph. 

* Prof. Pigou’s words, loc. cit. p. 31, are: “Where all second powers can be 
neglected, including the loss of the consumers’ surplus on that part of the con* 
sumption which the tax destroys ” ; as to which condition see below, p. 399. 

4 Loc. cit. p. 32. 
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against Mr. Bickerdike’s thesis that it appears unacceptable to 
free traders of the purely classical school. 

As if addressing first those who are least disposed to accept 
his propositions, Mr. Bickerdike begins with an “ attempt ... to 
show, by general reasoning, that they are not opposed to common 
sense.” ^ When he has gone as far as it is possible to go by 
the highway of purely verbal reasoning, he strikes into a track 
which is more arduous indeed, yet not unfamiliar, a mathematical 
method employed by Dr. Marshall in the Principles of Economics, 
When with the aid of this method our guide has come within 
sight of his conclusion, he makes for it by a direct path of his 
own construction. Let us follow him as he proceeds by these 
convenient stages. 

I. Pace Aristotle,^ a mathematician’s appeal to common sense 
and ordinary probabilities is not inadmissible when he deals with 
applied mathematics and the application is to human affairs. 
Mr. Bicla^rdike’s use of popular arguments would perhaps have 
been more persuasive if he could have found an illustra- 
tion leas quaint than the group of milkmen who are supposed 
to ” agree that every time one of them sold milk he 
should make a contribution to a collective fund, in token of the 
fact that by putting his milk on the market he is doing some- 
thing to lower the price of milk to the disadvantage of his 
fellows.” * But it is difficult to illustrate by domestic transactions 
the peculiarities of international trade. It has, indeed, in 
common with internal trade between non-competing groups, the 
essential attribute, exchange without mobility. But the proprium 
regional separation is attended with peculiarities that are hard 
to parallel. How else can we conceive as practicable that 
monopolistic power which a State exercises by its control of the 
transit over a boundary in space? Where else shall we observe 
the phenomenon of a level of prices in the transaction between 
members of a group raised or lowered by regulation of the 
transactions between members of the group and outsiders, some 
of the articles of which the price is thus affected being ‘ ‘ non- 
exportable ” ? * 

^ Economic Jotthnal, Vol. XVI., loc. cit. 

EthicSf Book I. ch. 3. 

* Economic JournaIm Vol. XVI. p, 530. 

* As to tho magnitude of this class the following opinion is expressed by 
Professor Taussig (in his article on “ Wages and Prices in relation to lutornational 
Trade,” Qua/rterly Journal of Economics y August, 1906). *‘Tho quantity of such 
commodities is very great, and in all countries probably much exceeds that of 
commodities having a world range of price.” For a different view see MarsbaU’s 
Primipks of Economics, Book V, 
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Whatever illustration is adopted, we must not expect to find 
any easy substitute for mathematical reasoning. It is very 
difficult, as Mr. Bickerdike observes, to give a convincing proof 
of his propositions by purely verbal reasoning. I have en- 
deavoured, without success, to lighten the difficulty by following 
the usual method of illustrating problems in international trade, 
namely, constructing simple cases of such trade. It is worth 
while describing these tentatives in order to (exhibit more clearly 
the points at which the new theory purports to bo an advance 
on the classical doctrine. In order to minimise the difficulties 
connected with the use of money, I adopt Professor Nicholson’s 
helpful conception, that of two countries whose mutual 
dealings are considered, one is large relatively to the 
other, so large that the level of general prices within that 
country is not disturbed by changes in the terms of international 
trade. If the theory in question — which has no con- 
nection with the relative size of the trading countries 
— cannot bo proved by ordinary reasoning in this case, 
neither can it be so proved in general. Let the large country 
be “England” and the small one “Guernsey,” these proper 
nan\es being used, like Mill’s “ England ” and “ Germany,” in 
a conventional s(‘nse abstracted from the actual facts of com- 
mercial geography. Let us begin by considering an extreme case, 
that in which one country has such a rigid sort of demand for the 
commodities imported from the other country, that, in Mill’s 
phrase, “a certain quantity is all that is wanted at any price; 
and that when that quantity is obtained , no fall in the exchange 
value would induce other consumers to come forward, or those 
who are already supplied, to take^moro.”^ The conception 
implies, in virtue of the continuity attributable to laws of 
demand, that a small rise in the exchange value will not induce 
the consumer to take much less. We may refer the case to the 
third of Mill’s “ three possible varieties in the influence of cheap- 
ness or demand.”” Or let us rearrange his three varieties so as 
to form two classes, namely, E (elastic), “ the demand increased 
more than the cheapness,” and I (inelastic), “less than the 
cheapness ” ; the intermediate variety ” as much as the cheap- 
ness ” being treated as a mere limit. Then one of our countries 
possesses the attribute I in an extreme degree. Let the other 
country belong to Class E.® 


^ Political Economy t Book III., ch. xviii, § 2, second paragraph from the end. 
Ibid. § 5. 

3 The case in which both countries belong to Class 1 is not adapted to popular 
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First let the home country, that is, the country imposing the 
tax, enjoy the property E. For example, let England have a 
rigid demand of the sort defined for the early vegetables imported 
from Guernsey, but not so Guernsey for the metals, hardware, 
and other miscellaneous articles which she imports from 
England ; what would be the effect of an export duty imposed by 
Guernsey? England would continue to take the same amount 
of early vegetables at a money value augmented by the tax ; and 
the balance of indebtedness could only be restored by her sending 
to Guernsey a larger quantity of her own products (the price of 
which by hypothesis remains constant). 

Now let Guernsey impose an import — instead of an export — 
duty. The duty will tend to check the amount of imports, and 
therefore their money value (Guernsey belonging to Class E). 
But England must pay for her imports of early vegetables, of 
which she will continue to take the same amount even if she 
has to pay more for them. The balance will be settled by 
England sending a greater quantity of hardware, &c., in return 
for the same quantity of early vegetables. But since the greater 
quantity of hardware, &c., has a greater money value (prices of 
English products being constant), the same quantity of early 
vegetables must have a greater money value ; the price of early 
vegetables must be higher. But the producers of early vegetables 
being supposed, in abstract theory, to be in industrial competition 
with the producers of all other articles in Guernsey, the prices 
of all other articles, and in particular of labour, in Guernsey 
must rise. In the new equilibrium the national income of 
Guernsey, both real and nominal, will be greater than before;^ 
the Treasury will obtain a net gain. 

Similarly it may be shown that if England belong to Class E , 
Guernsey to the extreme form of I, England, by imposing either 
an import or an export tax, may draw to herself, as Mill w^ould 
say, the whole tax. 

Now let us reverse the supposition, and, the other data being 
the same, suppose that the tax is imposed by the country which 
belongs to Class I. For example, let England, having a rigid 
demand for the early vegetables of Guernsey, impose an import 
tax thereon. The whole of the tax would be paid by the English 
consumer. The result is virtually the same if an export duty 

illustration, as it presents difficulties which can hardly be removed without tho use 
of mathomaticB. 

* It may be supposed that Guernsey has no other foreign customers but England, 
as Mill at first supposes with respect to Germany, and that the tax is a general one 
on all imports from England. 
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is imposed by England, England still requiring the same 
amount of early vegetables. In exchange for that amount of 
vegetables Guernsey is willing to take the same amount 
of hardware, &c., as before. But the prices of exported 
hardware, &c., will rise by the full amount of the tax (the 
prices of these English products being constant in England). 
In the new state of equilibrium the level of general prices in 
Guernsey will be higher than before. But Guernsey will derive 
no advantage from this circumstance, since the prices of the 
articles in her international market have risen in a corresponding 
degree.^ The English consumers pay more money for the same 
amount of vegetables as before. The English Treasury gains as 
much as the consumer loses. England, as a whole, neither gains 
nor loses, abstraction being made of the friction incidental to 
manipulation of tariffs. 

It might be expected that the proposition thus easily 
proved for a species of Class I could be extended to the class 
generally. But, as we recede from the limiting case of rigid 
demand, there becomes sensible an item which baffles the 
estimate of advantage to the taxing country, namely, the priva- 
tion of those who are deterred from consuming the taxed com- 
modity in consequence of the rise in its price. 

Nor is the matter any clearer in the case which Mr. Bicker- 
dike seems to regard as typical whore both the countries belong 
to Class E, each having an extensible demand for the products 
of the other. It is evident certainly that the reduction of con- 
sumption consequent upon taxation involves privation to the 
consumer. It may be argued that a country which by a customs 
duty limits its supply to the foreigner obtains thereby some 
advantage. But is it visible to the eye of ordinary reason, 
unaided by mathematical instruments, that for taxes not exceed- 
ing a certain magnitude this gain exceeds that loss? Of course, 
the duty may be so high that, in Mill's words, “ the trade and 
its advantage would cease entirely.” The disadvantage certainly 
preponderates for very heavy taxes ; but where is the proof that as 
we pass from heavy to light and ultimately nominal duties, the 
gain to the Treasury by the foreigners’ contribution exceeds the 
loss in the way of privation to the consumer? Common sense and 
ordinary economics can discern nothing about a small tax except 
that it is small. “ The only thing that can be said for it is that 
it is a very little tax,” ^ as Lowe said about the registration duty 

^ On the supposition made in the last note. 

* Economic Joubnal, Vol. XVI., loc, ciU * Hansard, April, 1869. 
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on corn, when proposing its abolition. Something more could be 
said for it on Mr. Bickerdike’s theory. But we have hardly begun 
the proof of that theory while we confine ourselves to verbal 
reasoning. We have not even got so far as the candidate at an 
examination in Euclid who pleaded that, if he had not proved the 
propositions set by tho examiner, at least he had made them seem 
probable. 

II. Mr. Bickerdike advances much further by the use of a 
construction which he borrows from Dr. Marshall. As this 
construction was originally employed to illustrate the ‘ ‘ pure 
theory of domestic values,” * so the case of international values 



Fig. 1. 


to which it may seem most appropriate is that which resembles 
domestic trade, in not requiring a change of price-level to be 
taken into account. Suppose, for instance, the ‘‘ England ” of 
the prexseding section puts a small duty on the imports from 
“ Guernsey,” neither party urgently requiring to trade with the 
other. Let us begin with a supposition of this sort. 

(A) It will be sufficient here to reproduce Dr. Marshall’s 
diagram, and to refer the reader to Mr. Bickerdike’s use of it 
in the Economic Journal : ® ” Imagine that the tax is going to 

‘ Pantaldoni, Pure Economics (translated by T. B. Brace), p. 190. 

» VoL XVX p. 633. 
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be spent for the benefit of the buyers. It is evident that they 
gain or lose on the whole, according as CFEK is greater or less 
than AKa, If we imagine the tax to be made very small, CFEK 
becomes a line, and AKa becomes a point, and there is, therefore, 
necessarily some advantage, provided that the supply curve 55' 
is not an absolutely horizontal line.” 

This reasoning will not commend itself to those who have 
learnt too well the formuhe of the classical text-books. The 
common or Cobdenite free trader will object that in consequence 
of the tax a certain quantity of the commodity wull be produced 
under more unfavourable conditions than before, industry will 
have been diverted from its ” natural ” course into less productive 
channels. If he condescends to look at a diagram, he will fasten 
attention on h H, the amount by which importation is reduced, 
and triumphantly demand how the deficiency can be made good 
by the home producer without resorting to inferior methods of 
production. Nor is it easy to answer this objection without 
recourse to the theory of “ margins.” But it ought to be intelli- 
gible to those who understand that theory that, as the marginal 
workman and the marginal dose of capital are only just worth 
applying, so an additional workman an additional dose of capital, 
in excess of the margin of profitableness, are only just not worth 
applying. Now the added quantity of home production, a 
quantity of the same order as the amount by which importation 
is diminished, may be considered as the product of marginal 
doses of productive force ; corresponding to an amount of profit 
which is small comparatively, compared with the tribute levied 
from the foreigner. 

To the mathematician, of course, the principle that quantities 
of the second order may be neglected in comparison with 
those of the first order presents no novelty. But he is apt 
hastily to conclude that the whole theory, being de minimis, may 
for practical purposes be neglected. It may be well, therefore, 
to exhibit the character of the reasoning at some length. 

Mr. Bickerdike’s theory involves an important principle in 
that branch of mathematics which is most applicable to human 
affairs, the Calculus of Probabilities grafted on the Calculus of 
Variations. The principle may be enunciated with sufl&cient 
accuracy as follows : — When a variable magnitude is in the 
neighbourhood of a maximum, the increment of that variable 
corresponding to a small finite increment of a variable on which 
it depends is likely to be particularly small. ^ A familiar example 
^ More exactly : if ^ is a variable depending on x, both variables being positive, 
and when y has a maximum value, viz. yg? then oommonly and 
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is afforded by the length of the day as dependent on the time 
of the year. In Whitaker^s Almanack you find that, day after 
day for eight days in the neighbourhood of the summer solstice, 
there is no change in the length of the day measured by the 
interval between the time of the sun’s rising and that of his 
setting ; while in other months there is a difference of two or 
three minutes from day to day. More precise astronomical 
examples of the principle may be found in the Nautical 
Almanack. Here the following homely illustration may suffice. 
Let there be a flight of steps shaped like an arch — as an iron 
bridge is sometimes constructed. If the steps are all of the 
same length, the height becomes smaller as the summit is 
approached. Say the radius of the (circular) arch is thirty feet, 
and the (horizontal) length of each step is a foot ; then the (verti- 
cal) height of the step nearest the summit will be about a fifth of 
an inch ; at a lower point, where the 8loj>e of the arch is 30°, the 
vertical height of a step will be more than half a foot ; it is a 
whole foot where the slope of the arch is 45°. 

The principle may well be of importance in utilitarian 
philosophy in cases where the very bo'^t is the enemy of the 
very good. The economic application of the principle 
takes the following form : — A sm/ill change of an economic 
variable quantity at the margin ^ commonly causes a very small 
change in the corresponding surplus. As wo arc concerned here 
both with Consumers’ and Producers’ surplus, we may take an 
example from a species of the latter class, the profits of a 
monopolist. The numerical instances given by Cnurnot ^ at the 
end of his chapter on monopoly will serve our purpose; for, as 
he framed them, aliud agens, they may be regarded as random 
specimens with respect to the present object. It is allowable 
also to substitute in his examples a tax for an increase in the 
cost of production. 

In his first example the price of the article before the tax is 
20 fcs., and the profits of the monopolist are the fortieth part of 
a sum designated by the symbol a; say, profits = 25 ,000 fcs., 

probably, a finite positive quantity a can be found, such that for any quantity a 
not greater than a 

Vo — y Ax < Va -Ax — Va 5 

where A* is a small finite difference (ca) ; the ratio of the first member of this 
inequality to the second becoming smaller the smaller Ax and the greater a is ; 
and this proposition may be extended mutatis mutandis to the cases of negative 
increments and of negative variables, to the case of several variables, to minimum 
values, and other cognate cases. 

^ As to the sense in which the term is here employed, see the article Margin *’ 
in Palgravo’s Dictionary of Political Economy, 

* Principes MatMmatiques de la Th^orie des Bichesses. Art. 34. 
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putting a = 1 ,000,000. According to the assigned relation between 
price and quantity demanded,^ when a tax o£ 2 fcs. per unit of com- 
modity is imposed, the price rises by a slightly greater amount, 
the new price being nearly 22‘1 fcs.- The loss of profits due to 
this rise of price — irrespectively of the tax, not taking into account 
that the loss is incurred to avoid a greater loss through the tax — 
is nearly 124 fcs.^ The same change of price at a distance from 
the |)oint would produce a greater change in profits. A price 
of 30 fcs., for instance, would afford a profit of 23,077 fcs.; 
but a rise of 2T fcs. in the price will reduce the profits by some 
636 fcs., greater than the loss of profits due to the rise of prices 
from 20 to 22*1, viz., 124 fcs. That loss is small compared with 
the proceeds of the tax, viz., 2,251 fcs.^ The disparity would be 
greater if the tax and the consequent change in price were less. 
For instance, let the tax be 0*2 fcs. The additions to the price 
will then be nearly 0*201. The loss of vsurplus due to this rise 
of price is 1*3 fcs. ; while the yield of the tax is 247*5 fcs. Similar 
verifications may be obtained from Cournot’s next example.^’ 

A (iase of two variables is presented by an instance of monopoly 
which I have given elsewhere with a different objecd in view\‘'’ 
The price of a first-class ticket for passengiirs on an imagined 
railway being .i‘4 10s., for a third-class ticket .t!2 6s. 4|d. (nearly), 
a tax of 17 r. lO.Jd. per ticket is put on first-class tickets. The 
consequent loss of profits to the (*oinpany through the diversion 
of travellers from the first to the third class is .£200. The yield 
of the tax is .£16,009 12s., some eighty times greater than the 
loss of receipts, ddie disparity between the yield of the tax and 
the loss of receipts is much greater when the tax is smaller. When 
the tax is (a little more than) 2d. per first-class ticket, the loss 
of receipts is Is. 8Jd.'^ The yi(dd of the tax is £171 7s. 7d. ; nearly 
two thousand greatei’ than the loss of receipts. 

What these illustrations illustrate is the probable smallness 
of that loss of surplus which is attributable to change of margins 
consequent on the tax, comparatively with the yield of the tax. 
But w'hat we have to prove is that the loss of surplus is small 


a 

1 whore p ia the price, F{p) the amount demanded at the price ; 


b = 20. 

* More exactly 2 + 20x1-00498756. See the English translation, where an 
arithmetical mistake made by Cournot is oorrocted. 

» 1,000,000 [0*025 - 221/(400 + 22*12)]. 

4 1,000,000 X 2 7(400 H 22*12). 

5 It will bo found convenient to assign the new price, and thence find the tax 
requisite to produce the rise of price, 

* Economic Joubnal, Vol. IX. p. 290 ct seq. ' Loc. cit. p. 292. 

No. 71. — VOL. XVIII. E E 
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comparatively with a part of the yield, namely, that part which 
is levied on the foreigner. For this conclusion there is required 
an additional premiss : that the proportion contributed by the 
foreigner is sensible, considerable as compared with the ratio of 
the lost surplus to the proceeds of the tax. 

It follows as a corollary that the privation consequent on the 
imposition of Customs duties tends to be smaller with respect to 
(a) the proceeds of the taxation, (b) the })ortion of it contributed 
by the foreigner, the greater the number of objects over which 
the taxation is spread.^ 

(B) So far the level of prices has been sui>poscd undistured.^ 
We go on to the general case, in which the change in the value 
of money within the home country cannot be neglected. Let us 
begin with a. sim])le instance already adduced. England, having 
an urgent — perfectly inelastic— demand for goods imported from 
Guernsey, while Caiornsey has not an urgent demand for English 
goods, Guernsey imposc's a duty on intports from England. 

In Fig. 1 the supply curve SS' now bcconu^s a horizontal line, 
since l)y hypothesis the fuice of the English product is constant, 
the English producer being prepared to supply any amount (that 
Guernsey can want) at that price. When a tax of so much per 
cent., or, what comes to the same in this case, a specific tax, 
is imposed by Guernsey, the level of prices in Guernsey, as above 
shown, rises by the assigned percentage. A new demand-curve 
is formed by adding that percentage to each ordinate of the old 
demand-curve. This new^ demand-curve, say dd' (not shown 
in the Figure), may meet , the supply-curve (now a line), 
raised to the extent of the tax, in a point which indicates that 
there is no loss of consumers’ surplus, as if the consumers in 
Guernsey now take as great a quantity of hardware, &c,, as 
before, and pay for it the same price in vegetables — if the 
expression is allowed — that they would have been willing to pay 
before, while their willingness to exchange vegetables for hard- 
ware, depending on the real relations between the supply of and 
the demand for things, is not affected by a change in the 
pecuniary measuring rod. There is then a net gain for the 
Guernsey Treasury.® 

If the demand of England for early vegetables is not per- 

^ Proposition (a) was stated by me (with reference to taxation in general) in an 
article on the “Pure Theory of Taxation,” Economic Journal, Vol. VII. p. 668. 

* See above, p. 398. 

3 Some modification of these statements is required if it is conceived that the 
Treasury employs its new purchasing power in obtaining from England hardware, 
Ac., to bo distributed in Guernsey. 
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fectly elastic, we have no longer the datum that the level of prices 
in Guernsey will rise to the full extent of the tax. Still, it is 
easy to see that the theory holds in the neighbourhood of the 
limiting case which has been considered. Advancing from that 
limit, we may get far on the way to a general proof. We may 
get further by ascribing to the home country a currency peculiar 
to itself. But this is to take a leaf from that stricter demon- 
stration for which this method is but a makeshift.^ 

1 Cf. Bickerdikn, Economic Journal, 1906, p. 535. 


(To be continued,) 
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EAILWAY NATIONALISATION IN ITALY. 


It would be a serious error of judgment if we were to liken 
the recent nationalisation of railways in Italy to an analogous 
action undertaken by a State in which the railways had been 
d(weloped by the free initiative of private companies, as is the 
ease in England, or in the United States of America. In Italy, 
from the time wlnm Count Cavour, commencing at Piedmont, 
had the finst main railroads constructed at the expense of the 
Tn'asury, the direct intervention of the State in railroad con- 
struction was made a tradition. In our ct'untry many lines have 
been constrnct('d directly by the State, many have been handed 
over by wa.y of concessions to private enterprise, with subsidies 
more or less considerable. Only a very few have been constructed 
by industrial companies at their own risk. 

Nor could it well have been otherwise. Our railways call 
for a great outlay in their construction, the country being largely 
mountainous; they are very costly to keep up: they yield but 
scanty returns. Had a company undertaken at its own risk 
the whole of our railways (10,000 miles), it would, after an 
outlay on construction of 0,000 millions of lire, be receiving 
an annual revenue of about 400 millions, little more than enough 
to cover the working expenses. In fact, at the presimt day the 
railway debt constitutes, in the Budget, an annual burden of 
200,000,000 lire. This, nevertheless, does not dissuade us from 
constructing now lines, convinced as we are that, without the 
sacrifices we liav(i made to create an (expanded railway system, we 
should not luivo been abk^ to attain the economic advantages 
which o\ir country to-day enjoys. 

When on July 1st, 1905, the State took over the entire 
administration of the railways, it already owned 8,500 of the 
10,000 miles of lines. There are only 1,500 miles of secondary 
lines in the hands of private companies. The contract made by 
the State in 1885 with three companies (the Adriatica, Medi- 
terranea, and Sicula railways) was only a taking over of the 
working of the line. It was, in other words, a location contract, 
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an imitation of what then existed in Holland. Owner from 
that time of practically all the railways,^ the State divided 
the gross railway returns with the conceding companies. The 
proportion received by the companies in compensation for the 
working expenses was 62*5 per cent., the State took 27*5 per 
cent., and the remaining 10 per cent, was devoted to certain 
reserve funds for providing fresh plant, for acquiring new rolling 
stock, for extraordinary repairs, &c. There were, however, several 
secondary pacts, by which a part of tlic share falling to the 
Stat(^- was absorbed. 

To compel the companies to issue a security, it was judged 
that they had acquired the rolling plant at 265,000,000 lire. On 
this sum, which subsequently swelled to 100 millions, the State 
paid interest to the companies. When the contract cxiured, the 
State took over the materials, paying the 400 millions. Hence, 
from the financial point of view, the conveyancing of the working 
of the railways has been of no im[)ortancc whatever. 

But what has induced the State, which in past time and with 
smaller lines administered them itself with \)oor results, to come 
round to this syst(un ? Lot us briefly examine why. 

The Conventions of 18(S5, which had been prepared with great 
care after an inquiry lasting over some years, had produced from 
one point of view useful results. The companies had improved 
the working of the lines and develo))cd the traffic. But the con- 
tracts wcTe so complicated that serious disputes between the 
State and the companies were inovitabJe. It had been provided 
so as to eliminate any doubt as to who should bear the burden of 
new works, that any outlay of this sort should bc'. defrayed by the 
reserve fund of 10 per cent, of which 1 have s|X)ken, but that, in 
case of diminished production, that title would be insufficient, 
and the State, as proprietor, would have to make good the 
deficiency. This, as was natural, did not come about without 
ructions and disputes. 

To the public were conceded, at the Treasury’s expense, 
reductions in rates, which the companies, devoted to their 
own interests, repudiated. This naturally infused a hostile 
feeling against the companies into public opinion, the more so 
in that the Government, although it had no contracting rights 
permitting it to concede ordinary reductions in the rates, 
upheld those reductions against the companies, were it but 
to gain popularity. Many questions of this kind were settled 

^ Special prices wore accorded to the lines which were not yet owned by the State, 
and which have since been redeemed. 



406 


THE ECONOMIC JOUBNAL 


[sept. 


by way of the State grant, with which the companies had to be 
compensated to the amount of the difference between the rates 
established by the contract and the figure to which these had been 
reduced at the request of the Grovemment. 

Bui it is possible that these difficulties might have been met 
by modified treaties, rather than by choosing nationalisation (to 
which many of our most respected politicians and economists 
were stubbornly opposed), had not still more serious disputes 
arisen on account of the railway employees. When the latter 
demanded to the companies to be better paid, they took their 
stand on rights pre-existent to the Conventions of 1885. A large 
proportion of the instigators had been in the employ of the State 
administration, and the State could not repudiate their claims. 
Concessions were granted at the charge of the Treasury, but even 
they did not avail to prevent a strike, the effect of which was a 
resolution not to renew the contracts with the companies. It 
seemed, for that matter, that the employees, who were strongly 
opposed to private management and declared upholders of State 
control, would have desisted from agitation, and would, in any 
case, have felt the stronger rein of a higher authority. 

I wish to add that, among political parties, the Liberals and, 
still more, the Socialists, declared in favour of State control; the 
public also wished for it, in the hope of their interests being 
better consulted by way of improved service and reduced rates. 
And generally it should not be forgotten that, in taking tliis step, 
our country has followed a tendency common, at the present time, 
to wide currents of public opinion in other countries. If we are 
not mistaken, the desire to withdraw the railways from private 
management, which seem to be an obstacle to the fruitful 
development of this indispensable njcans of economic progress, is 
becoming ever more intense and more extended. 

From what has been said it will be iindcrsiood that the State 
undertook its task without any serious preparations. The Bill 
instituting the transfer, and organising the new management in a 
provisional manner, became law only two months before the 
contracts expired. And for some years, during a reign of uncer- 
tainty, neither the companies nor the State had taken care to 
provide for the needs of the railways. No new works had been 
carried out at the stations ; old materials had not been renewed ; 
rules and regulations were neglected. It was a pitiful legacy that 
the State, without due preparation, entered upon July 1st 
1905. 
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But meanwhile a period of contraction' in Italy was followed 
by an extraordinary resumption of activity. The successful 
development of industrial production in the rich districts of 
Lombardy and Piedmont brought about a remarkable increase of 
traffic. The International Ejxhibition at Milan, held to celebrate 
the opening of the Simplon tunnel, attracted a great stream of 
travellers. It was only to be expected that the new State manage- 
ment of the railways would not be in a position to cope success- 
fully with this unforeseen increase in demand. Through the 
hurried and various changes of ofiftco, the service became so disor- 
ganised as to give rise to a genuine crisis, which lasted from the 
last months of 1905 to the first months of 1907. Trains were 
much and continually behind time, and goods were not trans- 
l>orted from the docks for lack of trucks. Practically all the chief 
stations, both in the interior and at the frontiers, suffered from 
congestion. The foreign Press, especially in England, whence 
come so many travellers to visit our fair country, drew attention 
to the abnormal condition of our railways. The public, at 
meetings and (jommitteos, rose against the railway administration, 
accusing it of incapacity, and suspecting finally the directors of 
being in league with the companies which, according to some, 
were holding themselves in readiness to renews the contracts wdth 
more favourable conditions once the State control had proved a 
failure. The bad service gave rise to a new wwd ; “ disservice ” 
(dissewizio) j implying the general disorder in railway manage- 
ment. 

To-day, the crisis over, wc can afford to look back wuth serenity 
and judge dispassionately. We cannot in fairness put the incon- 
veniences we have undergone down to the State. Even had the 
transition been inverted, that is, from State control to private 
management, an increase of traffic coinciding with the inevitable 
weakening in the administrative organisation, during the process 
of transformation, would have produced the same effects. For 
that matter everyone knows that a crisis in transj>ort service has 
recently taken place in many European countries, and even in 
America. All railroad management has, more or less, been 
caught unawares by augmented traffic during the last few 
years, even though economic science has not remained ignorant 
of such periodical oscillations in the course of business. 

But it behoves us to confess that this unfortunate coincidence 
has greatly iiijured the nascent institution. In a country like 
ours, with a Parliamentary constitution, State management of 
railways is liable to many dangers, and should properly have 
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been invested with some prestige in the eyes of the people from 
the very beginning. Instead of this, its want of success at the 
outset, however much this was explicable by external reasons, has 
caused many to doubt w^hether our country was ready for so 
important a reform. These doubts have been strengthened by 
the fact that the financial consequences in the first instance have 
been anything but satisfactory. No doubt a favourable Budget 
cannot be looked for from a period of crisis and disintegration. 
But many have noted a large increase of employees and a greater 
number of trains. These are the specific defects in State manage- 
ment, to wit, a facile conformity co demands for new plants 
and now commodities, with too little vigilance) paid to the financial 
consequences. And this is because those who preside over the 
administration are not interested in good returns from the 
business. Pessimists see in these first results — to put it plainly — 
a tendency to what w^e may call idiomatically “gay finance'’ 
ifinanza ollegra). ^J'hey fear its disastrous reaction on our national 
Budget, which may to-day be in stable condition, but which is 
always drawn fine, and hence susceptible to even slight variations 
in the distribution of expenditure. In a summary sketch like 
the present, W'hich aims only at giving a general idea of the 
situation of our railways, I must needs bo chary of figures. But 
for the benefit of readers who are fond of them, 1 append a few 
data on income and expenditure undcT private and under State 
management. 

1904-1905.1 190G-1907. 


(Private management.) 


Income Lire 348,206,275 

Expenditure „ 282,687,078 

Balance ,, 65,578,207 

Coefficient of managomont .. 0*81 


(State managomont.) 
Lire 430,910,776 
„ 380,140,183 
„ 50,770,693 

0-88 


1 Our financial year is from July 1st to Juno 30th in the succeeding year. 


It will be seen that, although the gross proceeds have increased, 
the not profit is diminished, because of a proportionate increase 
in the expenditure. The latter is largely due to increase in the 
staff. At the end of 1904, 105,692 persons were employed on our 
railways; on December 31st, 1906, these had been increased to 
128,122. 

A second table will serve to give an idea of the development 
of Italian railways in the last tw^enty years (the figures refer to 
every fifth year) 


Management during Proceeds. Increase. 

1885-1886 Lire 207,922,670 — 

1890-1891 „ 241,541,077 16 per cent. 

1895-1896 „ 247,496,615 25 

1900-1901 „ 294,855,234 19 

1905-1906 „ 382,178,071 29 „ 
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The quantity of goods transported amounting, in 1903, to 
20 million tons, had, in 1907, risen to 30 millions. 

These things being so, it is my opinion that no definitive 
judgment can as yet be arrived at respecting the State manage- 
ment of our railways, inasmuch as its commencement has taken 
place under entirely exceptional circumstances. But at the same 
time I maintain that, for a Parliamentary Government to carry 
on public works of such importance, is a task of consummate 
difficulty, and one that calls for exceptional discretion. If that 
State management shall succeed in establishing and organising 
itself, we shall have the right to say that our country has won a 
great victory. But to-day wc have yet a long way to go. 

One thing worth studying in a State system of railway man- 
agement is the creation of the administrative staff responsible for 
that management. I will therefore briefly describe how we have 
constituted our railway executive administration. 

We have devoted our attention chiefly to autonomy of adminis- 
tration, whether for the purpose of withdrawing the latter from 
jx)litical interference, or in order to free it from all those fetters 
which, in our country, hamper and hinder State action. The Act 
of July 7th, 1907, in which the railway organisation is definitely 
formulated, entrusts the direction of the Executive to an Adminis- 
trative Council, presided over by the Director General. This 
dignitary is independent of the Minister of Public Works, the 
latter having only the right of su|)ervision of railways, but he 
retains, with respect to Parliament, the responsibility laid on him 
by the Constitution of the country. Hence the Minister may not 
order the appointment of a new train, or the carrying out of any 
works. He can only oppose his veto to a vote of the Council 
which may be contrary to the law^s or to the interests of the 
State. 

The Administrative Council is composed of eight councillors 
besides the Director General. Of the eight, two are selected from 
Government railway officials, three from the officials of other 
Government administrative bodies, the remaining three from 
citizens who have given proof of high technical or administrative 
capacity. The Councillors with their Director are appointed by 
royal ordinance ; their tenure of office is incompatible with any 
kind of Parliamentary career; and, with the exception of the 
two first described, they may not hold office for a longer consecu- 
tive term than two years. 

The duties of the Council are the regulation of the various 
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services, the discussion of finance, the adoption of undertakings 
and contracts, the authorisation of lawsuits or the sanctioning of 
transactions, the ap])roving of conventions for industrial registra- 
tion, exchange, and hire of rolling plant, services performed jointly 
with other companies, and the like ; the discussion of the organisa- 
tion of the employees, of names, of exemptions, of serious penalties 
incurred by employees. 

The Director General, who is the legal representative of the 
administration, may sanction undertakings and contracts of minor 
importance (incurring an outlay of not over 50,000 lire), where 
settlement is urgent. 

The financial control of the exchequer (Corte dei Conti) y 
according to our laws, is of a preventive character, that is to say, 
it should be ('xercised prior to an outlay being made. It has been 
restricted to cases wtu^re the outlay is upwards of 50,000 lire; 
besides which other facilities have been offech^d in so far as 
concerns the provisions of contracts in purchasing goods or 
labour, which are surrounded by our general law's ” wdth minute 
stipulations. 

There has nevertheless been insfituted a permanent Parlia- 
mentary Board of Vigilance, consisting of six senators and six 
deputies from their respective Houses, who are charged with the 
control of the entire procedure, and esjx'cially of the financial 
measures of the executive. 

There is, further, a General Traffic Council , on which are repre- 
sentatives of all public administrations interested in railways — the 
War Office, the Navy, the Post Office, and the Telegrafhs, Agri- 
culture and Commerce, Finance, Treasury — together with the 
Chambers of Commerce, the Agricultural Councils (Comizi 
Agrari), minor railw^ays and tramw^ays, and which is partly com- 
posed of six members selected from experts, technical or legal, 
in railway matters, besides representatives of the Press and of 
the railway staff. This Council is convened to judge respecting 
all questions of tariffs, such as raising or lowering prices, naming 
and classification of goods, or interpreting the conditions in the 
transport contract. 

Such is the edifice, and it is well constructed. But we must 
wait and w^atch it at work for some years, before we can judge 
whether it answers really well. For my part I cannot believe 
that it wall ever attain autonomy in a political sense. The Minister 
will always have a great moral authority over the Administrative 
Council. He know^s that what he expresses as wishes will by 
them be accepted as commands. The day on which the Council 
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refuses to comply with some request of the public which is at 
variance with financial interests, and when the Minister, for 
political reasons, supports that request— on that day the Council 
should either submit itself or dismiss itself. 

On the other hand, there will be, I believe, good play of the 
tendcmcy to secure greater liberty fof the Exc^cutive in outlay, 
enabling them to come up to commercial mol)ility and promptness, 
and to throw off the proverbial sluggishness of our State adminis- 
tration. As a fact they have already been able, with remarkable 
zeal, to provide for the construction of new stations, and to 
purcdiasc new rolling stock, utilising the sum of 910 million lire, 
put at the disposal of tlu' State railways by recent Acts of Parlia- 
ment. As has been said above, railway traffic has greatly deve- 
loped, and measures have been called for and made to place the 
railways in a position to meet the growing need. Parliament has 
not la‘sitat(al to make the necessary sacrifices with the full consent 
of th(‘ country. 

I am not in a position to offer the reader a definite opinion 
on the situation, and trust this will not be accounted to me for 
unrighteousness. The railway problem is a stiff one for every 
nation, and should of lu'cessily be yet stiffer for Italy, w^here 
raihvay making started late, and wdiere every imaginable 
obstacle has been encountered, from those thrown in her w^ay by 
a varied and mountainous Nature, down to others depending on 
the uiKHjual distribution of traffic in districts whore nevertheless 
equal Lroatrnent is desin^l. To all these it may be added that our 
administrative constitution is yet young, and hence not yet adept 
at equating th(^ not always measurable exactions of the public 
with the requisite heed to the depth of the exchequer. 

For the exchequer is the greatest difficulty in State control 
of railw^ays. Never can wo err on the side of excess in holding 
up this fact to the attention of our political governors, and of those 
of such countries as are desirous of superseding private manage- 
ment by a more direct national control. 

Milan, F. Tajani 
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Essentials of Economic Theory as Applied to Modern Problems of 
Industry and Public. Policy. By John Bates Clark. (New 
York: The Macmillan Co., 1907. Crown 8vo. Pp. xiv., 
566.) 

Students of philosophy are tolerably familiar with an objec- 
tion raised against their spticulative inquiries by those who urge 
that, as every fresh system advanced in turn begins with criticism 
of the main points emphasised in the preceding systtmi , and ends 
by laying stress on considtOTtions previously ignored or under- 
rated, the lapse of a period of time sufficient to allow of a full 
revolution of the wheel of thought will generally bring men back 
to the original point from which their intellectual journey started. 
The subtleties of metaphysics have, at any rate, been often 
subjected to this reproach : and the charge, has received support 
from plausible, if not convincing, illustration, although the reply 
may have been returned that no later system is so completely 
identical with the earlier system it resembles as to be merely repro- 
duction, and that it must constitute in some sonsi' an advance on 
all that has gone before. We can conceive that impatiemt readers 
of the difficult but interesting volume now before us may arrive in 
haste at a conclusion similar to that advanced by such hostile 
critics of the j)eriodic varieties of philosophic creeds, and that it 
will be found on closer scrutiny no less impossible to justify, at 
any rate to the full extent to which it has been put forward. 

Such readers, we are sure, however hurried and perfunctory 
be their lorusal, will not deny that the consecutive argument 
which Professor Clark pursues through many ramified develop- 
ments is ably reasoned and persuasively presented. It would be 
strange indet^d if so accomplished an economist, whos(i repute for 
nice discrimination and fine logic is established in his own country 
and elsewhere, had fallen in those respects below the exalted 
level of his previous book. The dialectical atmosphere in which 
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he had then moved was, it is true, rarefied; and the intellectual 
fare provided here might perhaps be ‘ ‘ caviare to the vulgar. 
Of that book on the “ Distribution of Wealth,’’ the present volume 
is in a sense the promised sequel. It should, however, be noted 
that it is characterised expressly by the author as a “ brief and 
provisional statement” of the “ more general laws of progress,” 
which he had intended to examine. In the earlier instalment of 
liis work it will be remembered that he dealt with what he there 
described as those ” static ” problems which, he tells us in the 
Preface to this book, were the chief concern of the “Political 
Economy of the century following the publication of the Wealth 
of Nations/' It was thus, he observes, that the older writers 
sought to discover and announce the “natural laws” of wages, 
interest, and value. He does not now compkite his task ; but he 
has (Uideavonred to “ make a modest beginning ” in the formula- 
tion of th(‘ contrasted laws of “ Economic Dynamics.” These the 
earli(n* economists hardly perenived ; and, with the single conspicu- 
ous exception, to which he draws the notice of his readers, of 
Malthas wTiting upon “ Poj)ulation,” they certainly did not 
endtuivour to embody such conceptions in a consistent systematic 
scluunc of (economic theory. Yet tlicse laws, he himself correctly 
states, an; ni‘cc;ssary to a completed system ; for “ industrial society 
is” now" “ going through an (wolution w^hich is transforming its 
structun' and all its activities.” To a preliminary essay in this 
fresh dir(;ction he acordingly devotes here his capacity and zeal ; 
and even the unfriendly critics we have mentioned will, we think, 
bo ready, if they be candid, to acknowledge the compelling force 
of the general reasoning of his book. 

Nor, if they pay to the several chapters the close attention 
\.h(;y require and deserve, will they fail to notice and appreciate 
differences, whether they be slight or more important, distin- 
guishing the statement of particular economic theories here set 
forth from the form in which they have been usually expressed 
by previous writers, on this side, at any rate, of the Atlantic. But 
nevertheless they may possibly declare that the final conclusions 
reached by this m<jst modern of American economists recall those 
so-called “economic harmonies” on which, many years ago, 
“orthodox ” English teachers of the Ricardian school were wont 
coin(>lacently to dw"ell. If, therefore, they assert that a practical 
moral with which they have for a long time been familiar in old 
treatises reappears in this new book, dressed in the refined 
language of the minute development of nice theory, they will not, 
w© suspect, be easily gainsaid. 
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For what is the main thesis of this fresh contribution to 
economic literature? Unless we have mistaken the whole purpose 
of the subtle and suggestive reasoning here employed it is the 
exhibition in varied situations of the beneficent effects of com- 
petition on society at large, and of the pernicious consequences 
which will inevitably ensue from serious or continuing hindrance 
of its potential or direct free action. In a perfect condition of 
affairs, as we understand, those ‘'static laws,” which Professor 
Clark expounded in his earlier volume, would be fully realised; 
and, to quote his very words, the “first purpose” of this later 
work is to “ show’ the presence and dominance in the real world 
of the forces ” which were there described. “ Even while changes 
are examined the fact,” he states, “is perceived that there are 
steadily at work forces, which, if change should cease, would 
make society conform to a certain imaginary static model.” In 
that event the “profits ” of the “ entrepreneur,” which our author 
uses in the sense now’ generally adojited by American waiters to 
denote a “purely commercial gain, or a difference between what 
is paid for something and w^hat is received for it,” W’ould wholly 
disappear. This “residual” element removed, which seems by 
contrast to be arbitrary in character and irregular in size, depend- 
ing upon chance rather than on law, the remuneration of the other 
agents of production w’ould, in Professor Clark’s conception, 
harmonise wuth ethical ideals of distributive justice. For “ every 
unit of labour would get w’hat it produces — no more and no less.” 
And “ the interest on capital is,” he declares, “ fixed exactly in 
the same way as arc the w’ages of labour ” ; for both wages and 
interest are determined “at the social margin of production.” 
In otluu' w’ords, they “ equal what labour and capital respectively 
can produce by adding themselves to the forces already at work 
in the general field of employment.” In these ideas of the laws 
governing the shares falling to interest and wages, the American 
economist, it will be obvious, is in broad agreement with the more 
recent development of economic theory on this side of the Atlantic. 
But he goes, we imagine, somewhat further, although he is in 
accord with the trend of the latest American thought, in his 
general view of rent, or at least in his particular statement that 
the ‘ true conception of rent is that of the specific addition which 
land makes to the product of other agents used in connection with 
it.” Yet it will be noticed that the “ formula ” of rent, which he 
thus adopts, fits exactly into the general conception of an economic 
harmony. For rent is the “amount of product specifically attri- 
butable to the land.” And thus, regarded from the standpoint 
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of ethical justice, no less than economic force, land, labour, and 
capital would seem to be placed on the same level, and rent, 
interest, and wages would correspond alike to the just remunera- 
tion due to these respective agents. So far as ‘‘statical laws ” are 
concerned , the elaborate refinements of the nicest and most recent 
theory would accordingly bring us back under Professor Clark’s 
firm guidance to something like the avowed position of the old 
orthodox economists of the straitest English school. 

Nor docs the application of his theory to modem problems of 
industry and public policy, which occupies the later chapters of his 
book, reveal any marked departure from this standpoint. The 
problems, to which he turns his attention here, are those con- 
nected with the growing power of trusts, with the regulation 
of railway rates, with the organisation of labour, with the protec- 
tive tariff, and with the probable effects of currency changes. The 
treatment given to the last of these questions is, by comparison 
with that accorded to the others, somewhat slight ; and in the 
matter of protection Professor Clark is sensibly affected by his 
American environment. Por he combines with a reasoned objec- 
tion to an “ abnormal ” quantity of protection the frank avowal 
that “ it would be hard to deny ” that much of the “ increase in 
productive power, which the originators of the protective system 
anticipated, has been practically realised.’' He finds, indeed, a 
satisfactory solution for himself in the statement that ‘ ‘ the static 
argument for free trade is unanswerable and the dynamic argument 
for protection, when intelligently expressed, is equally so,” while 
the ” two arguments do not meet and refute one another, but are 
mutually consistent.” In this case, then, the contrast between 
“dynamic” conditions and “static” law is emphasised, and 
more weight perhaps is even givtm to the former than the latter in 
t^rofessor Clark’s own mind. Similarly, in his consideration of 
the functions of trade unions, and of the place of arbitration in 
industrial disputes, he allows the usefulness, and acknowledges 
the necessity, of “collective bargaining,” and he holds indeed 
that an arbitration which would “establish rates” giving the 
workmen the benefit of every legitimate advantage, that collec- 
tivt^ bargaining would yield, would secure a close “ confonnity to 
the normal standard of wages.” But in this instance his justifica- 
tion of such bargaining, and the arbitration which would take its 
place, rests essentially on his firm belief that unorganised labour 
will fail to obtain the remuneration to which it is entitled by a 
‘ ‘ static ’ ’ standard. For wages should, he maintains, be regulated 
by the productivity of labour, and the individual unassisted 
labourer cannot reach this goal. 
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Accordingly, when he turns his close attention to the conduct 
of trusts, and to the regulation of railway rates, we are not 
surprised to find that he attributes the mischievous results which 
are discovered in existence in the actual world to the presence of 
monopoly j and to the corresponding absence of free competition. 
With no small acumen he points out the special circumstances 
which afiect the settlement of transportation charges — such as the 
partial utilisation of railway plant, the exceptional importance 
of the fixed as contrasted with the variable expenses, and the 
powerful inducement offered to combination between competing 
undertakings; and with judicial and adroit discrimination he 
explains the remedial action which is alone possible in these par- 
ticular conditons. But, in the ease of trusts generally, he has no 
hesitation in recommending drastic action by the State. ‘‘Ee- 
gulation of monopolies/' he declares emphatically, “we must 
have; that is not a debatable question.’" Yet, after all, he con- 
tends that, though in the process, “ wc are forced to ride rough- 
shod over laissez-faire thc^oric's. wc do so in order to gain the end 
which those theories had in view, namely, a system actuated by 
the vivifying ^xjwer of competition with all that that signifies of 
present and future good.” It is, in his o)>inion, mono|X)ly which 
” perverts ” the forces of progrc‘ss ; and it is ” potential competi- 
tion” which will hold inonofxdy “firmly in cheek.” Where 
accordingly competition is infirm or non-existent the interference 
of the State is imperatively required ; but it is required to secure 
the very object whicli competition would produce if only it were 
free to act. To some critics this would surely seem a tame, while 
others might regard it as a trite, conclusion. 

And so in the background of a “ dynamic ’ ’ society the 
” static ” laws are ever present, according to Professor Clark’s 
belief ; and reformers’ efforts should be addressed to the removal 
of that economic friction, hindering their action, which is found 
chiefly at the present day in the malign form of monoiKily. The 
general changes which are going on, and taking shape in an 
increase of population, an accumulation of capital, an improve- 
ment of technical methods, and a more complete and elaborate 
organisation of productive establishments, would, he urges, work 
undoubtedly for good and not for evil, and would tend to the 
equitable enrichment of all classes, were these “static” laws 
given full sway. And he is careful to point out that some of these 
beneficent laws are in operation independently of the existence of 
society ; for primitive man, living in ” Crusoc-Iike ” isolation from 
his fellows, would, he argues, be affected by the law, for instance, 
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of diminishing productivity. Such is his general thesis. It may 
appear not dissimilar in essential characteristics from the 
“economic harmonies^* which entered so largely as a moulding 
force into the earlier conceptions of the orthodox economists 
of this country, but Professor Clark certainly contrives to place 
old theories in a new setting and to add fresh material to 
existing stores of economic reasoning and speculation. He rarely, 
if he ever, fails to stimulate the instructed reader to opportune 
reflection by the ingenious apercus which he affords of new 
developments of subtle thought. He may conduct, indeed, to an 
old, old familiar standpoint ; but he leads us there by an untravelled 
and by no means obvious route, where we have need at every turn 
of his strong impelling guiding hands. 

L. L. Price 

New Worlds for Old, By H. G. Wells. Pp. v + 355. (London : 

Constable, 1908.) Gs, 

In these days of the historical spirit no educated person 
imagines that existing institutions will last for ever. Change 
has gone on continuously in the past, and it is absurd to suppose 
that we have reached the end. Economic organisation especially 
changes so rapidly that it requires no elaborate investigation to 
detect considerable changes in the short period which carries a 
man from his first youth to middle age. Can we discover any 
general tendency in the changes of which we have read or which 
we have seen? Most of us who have thought about the subject 
at all believe that, at any rate, one great feature in recent changes 
has been the substitution of the conscious co-operation of large 
bodies of persons for the isolated action of individuals or small 
family groups each serving their own interests either directly or 
by way of exchange with other individuals and families. Most 
of us, too, believe that this feature is not a mere passing phase, 
but is destined to continue — we do not quite know how long. 
The facts are scarcely in dispute. What we quarrel about is the 
proper attitude to adopt towards this feature of change. Are we 
to regard it as progress leading in the future to (or towards) a 
glorious ideal, or as retrogression leading eventually tc catas- 
trophe or reaction? Wc have, of course, at least one other choice : 
we may take refuge in agnostic opportunism and say that we 
do not and cannot know the far future, but can decide what is 
best for the particular moment, and ought to be content with that, 
and not be biassed in our decisions by hopes or fears as to “ what 
all this is leading to.“ 

No. 71.— VOL, xvm. p p 
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Mr, Wells takes the first of the three courses. He calls himself 
a Socialist, and wishes to convert others to Socialism. As might 
be expected, his sermon is more effective than most of those 
delivered by his party. Having more of the true historical spirit, 
he is ready to admit that the present is better than the past, and 
that in order that the future may be much better, it is necessary 
that the minds and bodies of men should be changed. He puts 
this improvement in the forefront instead of assuming that it 
will come about of itself if only we carry out certain changes in 
our arrangements with regard to the control of material things. 
I doubt, however, if he will make converts by the ten thousand. 
Though he has taken up modern weaix)ns, he still encumbei’s him- 
self heavily with the old. He cannot persuade himself to dispense 
altogether with the usual diatribes against profit-seekers and 
such-like bogeys of the ordinary Socialist. It is, I should say, 
a hopeless task to attempt to convert the ordinary anti- Socialist 
by these means. What is the use of trying to hold up “ private 
enterprise to odium because the South Eastern and Chatham 
Kailway Companies serve the public badly imd make no profits? 
The claim on behalf of the system is that it gives profits to people 
who do serve the public, and w^ant of dividends to railway com- 
panies which manage badly is a point in its favour, not a point 
against it. What person of ordinary intelligence is likely to be 
affected by the cheap comparison suggested in the following 
passage : — 

“ Nobody who travels to London as I do regularly in the 
dirty, overcrowded carriages of the infrequent and unpunctual 
trains of the South Eastern Company, and who then transfers 
to the cleanly, speedy, frequent, in a wwd ‘ civilised,’ electric 
cars of the London County Council, can fail to estimate the value 
and significance of this supersession of the private owner by the 
commonweal.” 

Did not electric tramways come from profit-ridden America? 
Is not the history of the way in which the introduction and im- 
provement of tramways has been impeded by the ” community ” 
acting through the Law Courts, Parliament, town councils, towns’ 
meetings, and plebiscites a thing of which any Socialist ought to 
be ashamed? The courts decided that tramways were a nuisance, 
and that local authorities could not allow them without Parlia- 
mentary sanction. Parliament put almost every imaginable 
obstacle except absolute prohibition in the way of local authorities 
or companies constructing them, and succeeded in making Eng- 
land the most backward country and London the most backward 
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town of any importance in the civilised world. “ Speedy,” says 
Mr. Wells! I observe that “as I do” in the passage quoted 
above refers only to the South Eastern. I cannot think that if 
Mr. Wells travelled regularly in the ”L.C.C.” (why not County 
of London?) cars he would say much about their speed. It is 
true that the extraordinary slowness is duo to State regulation 
of speed and to an inefficient State police which allows every 
ill-conditioned carter to take half a minute oil the time of a car 
(carrying perhaps 70 passengers), but these manifestations are the 
“commonweal” as much as the County Council. Again, the 
non- Socialist will scarcely refrain from scoffing wffien Mr. Wells 
promises him, or rather her, that in the Socialist Utopia she will 
get her wants satisfied in a State or municipal shop, “ and if she 
does not like her service she will be able to criticise and remedy 
it, just as one can now criticise and remedy any inefficiency in 
one’s local pjst office.” I should say the general opinion is that 
the local post office (not including offices which are also private 
adventure shops) is the most unpleasant shop in the place to go 
into and the one which most w%astes the time of its customers. 
Complaints to St. Martin 's-le-Grrand produce polite apologies, and 
nothing more. 

Mr. Wells would have been more effective if he had not 
assumed the excellence of State service, had argued only that 
though it is still execrably bad, it certainly has improved, and 
can be much further improved. There are many things which 
wc can trust Edward VIJ. to do for us tolerably which we should 
not have expeetcid from Edward VI. There is no reason to sup- 
pose the process of improvement will not continue, and we may 
even hope to accelerate it greatly if we take in hand the education 
of officials, and perhaps even of legislators. While great things 
may thus be expected of corporate management in the future, 
there does not seem the same reason for expecting improvement 
in private enterprise. Profit-seeking works excellently where 
there is real competition, but as time goes on and the scale of 
businesses increases, the easy wrorking of competition is more and 
more interfered with by aggregation and combination. Consider, 
for example, the English railway system. The management of 
each railway has been entrusted to a board of a dozen old gentle- 
men, who, though nominally elected by the shareholders, really 
perpetuate themselves by co-optation. A more absurd method of 
management could scarcely be devised. However (in spite of the 
unfortunate experience of the South Eastern corner in which 
Mr. Wells dwells), it has hitherto worked on the whole tolerably 

F F 2 
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well because people have been able to compare the performances 
of different companies, and to a very great extent to choose which 
of them they would employ to trans|X)rt their persons and their 
goods. If the piiblic, or that portion of it which has this choice, 
partially withdraw patronage from any line, the old gentlemen in 
charge of it g(^t frightened, and pension off their manager, or 
even in extreme cases introduce new blood among themselves. 
But if by working agreements and amalgamations all possibility 
of choice is taken away and rivalry practically disappears, these 
boards of co-oi^ted old gentlemen will become quite intolerable 
and inferior to a board appointed by politicians afraid of the 
House of Commons and the electors. 

In two respects Mr. Wells secerns insufficiently thorough. 
Firstly, he is, 1 think, too complacent with regard to inequality 
in distribution. It is doubtless true that no scheme for improv- 
ing distribution would be satisfactory if it involved considerable 
diminution in production, but, all tht*, same, there is an immense 
loss involved in a distribution as unequal as the present, and any 
Rcherno of reform which abolished or grt^atly diminished it might 
very well claim su])port on that ground. Secondly, Mr. Wells 
seeais to admit too mueh when he allows private milliners and 
dressmakt'Ts to continue “ under Socialism.'' When a woman 
wants a hat or a dress made, “then probably, for all that the 
world is under Socialism, she will have to go to private enter- 
prise : a matter of taste and individuality such as dress (‘annot 
be managed in a wholesale way.” As wo get richer do not our 
wants become more and more largely ” matters of taste and in- 
dividuality ” ? Mr. Wells attempts to save his face by saying 
that he does not think the milliner ” will make a trading profit, 
but only an artist's fee,” but this only means that the customer 
is to buy the material from the store — a trumpery detail. If this 
kind of thing is to be admitted, 1 fail to see where the difference 
in principle between our present condition and that of ‘ ‘ the world 
under Socialism ” is to be found. Under Socialism all the people 
wiio minister to wants of taste and individuality- an ever-increas- 
ing proportion of the population — arc apparently to struggle or 
compete for profit, or ” artist’s fees,” if Mr. Wells prefers that 
term, much as at present. I suppose Mr. Wells would say that if 
they do not succeed they can obtain employment on the State rail- 
ways or municipal tramways, or in some other service which does 
not require the satisfaction of various individual tastes ; but this 
answer cannot be said to be different in principle from that which 
IB made by the community at present. Even now the community 
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steps in where people cannot find work for themselvep. No 
objection could be taken to the absence of a difference in principle 
if it were not that Mr. Wells professes to be contending for a 
principle. 

I lay Mr. Wells’ book down with the question : Why cannot 
present-day Socialists be a little more courageous? Nothing in 
economics is more certain than that the best distribution — the 
distribution which makes a given amount of produce go furthest — 
is distribution according to need. It is equally certain that a 
community with a perfectly organised systcTn of cor})orate control 
could arrange production more economically than it is arranged 
or likely to be arranged by our present mixed system. What is 
the difficulty in supposing that, given sufficituit time, the corporate 
organisation may become perfect enough to arrange all produc- 
tion and distribution? Edwjn Cannan 


Socialism and Agriculture, By Edward Carpenter, T. C. 

Dymond, Lieut-Col. D. C. Pedder, and the Fabian 

Society. (London : Fifield. fid. Cloth Is.) 

This booklet commences with a description of the economic 
condition of a single country parish by Mr. Edward Carpenter, 
which, to the town-dwelk'T, who has never had an opportunity 
of studying country life, must come in the nature of a revelation. 
But to thovsc of us who arc close students of the rural problem 
and have sjKmt most of our lives in the country, the information 
does not come as new but rather as corninoiiplace. We can 
verify Mr. Carpenter’s statement of fact from the condition of 
things in the vast majority of rural parishes of our own acquaint- 
ance. It is well, however, in these days of rush and scurry, that 
someone should try to arrest the attention of thoughtful people 
to the disastrous result to the rural population of th(^, enclosure 
of common lands from 1760 onwards by the lords of the manors 
and the landed class. Ten millions of acres of land, over which 
for centuries previously the common people had rights and privi- 
leges, were lost, and in this one particular parish to which Mr, 
Carpenter refers, it appears that 2,650 acres were enclosed in 
1820. The noble duke (the name has recently been associated 
with a fierce denunciation of Socialism) who happened to be the 
lord of the manor, took 1,998 acres as his share of the plunder, 
and, says Mr. Carpenter, “now to-day in this village there is 
not a little field or comer left, absolutely not a solitary acre out 
of all that vast domain, which was once for the people’s use. 
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where the village boys can play their game of cricket.” Mr. 
Carpenter might have added that on this lordly estate, if not in 
this particular }>arish, at this moment there seems an impossi- 
bility of meeting the demand for small holdings without using 
the compulsory ix)wers conferred by tlui recent Act of Parliament. 
Mr. Carpenter says that one of the first things which ought to 
be taken up is this question of commons : “If ten million acres 
passed so easily from the public use into the exclusive hands of 
the landowners, surely there ought not to be much difficulty in 
passing it back again. These lands are still largely in the hands 
of the families to whom they were rewarded, and the transfer 
might perhaps be most fairly and reasonably effected by the very 
simple reversion to the public at the expiration of existing life 
interests in them.” Why not? 

The second chapter deals wdth the s('crot of rural depopulation 
by Lieut. -Col. T>. C. Pedder. The writer gives great credit to 
the work done by Joseph Arch in establishing the Agricultural 
Labourers’ Union, but not, I think, more than he ck^serves. 
There is, at the present time, a movement in Norfolk for the 
resuscitation of this Labourers’ Union, and it is quite remarkable 
to see how the seed sown by Joseph Arch into what ai)j)e{irod at 
the time very stony ground has taken root. spirit which 

he aroused in the Eastern Counties still exists, and is being agjiin 
fanned into flames by somci of his old lieutenants. Mr. Pedder 
gets to one of the secrets of rural depopulation wdien he touches 
the question of cottages being tied to the farms. Owing to the 
system of large farms the tied cottage has become, from the 
landowners’ point of view% a necessity. He cannot let his farms 
without them, and therefore Mr. Pedder sums up the situation 
when he says : “ The great farmer stops the way.” 

The third chapter, dealing with State aid for agriculture, by 
Mr. T. Dymond, gives a very interesting account of the 
position of agriculture in Hungary, wdiere, with the exception of 
an insignificant minority, the whole population is directly or 
indirectly engaged on the land, 50 per cent, of whom arc small 
holders. We have in Hungary an example of the dangers of 
State-aid. Here agriculturists arc spoon-fed by the State to an 
alarming extent, and Mr. Dymond tells us that the English 
farmers who accompanied him on his visit to Hungary are not 
likely, after w^hat they saw there, to ask the English Government 
to do more for agriculture. They arc rather imbued with the idea 
that it is better to have too little State-aid than too much. Prob- 
ably there is only one feature of the Hungarian land system that 
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we might adopt with advantage, and that is the formation of 
credit banks. 

The final chapter lays down “a national policy” by the 
Fabian Society for the revival of agriculture, but I am glad to 
see the Society admits, at the end of the booklet, that ‘‘ some of 
the proposals made in this tract have been adopted in the Allot- 
ments and Small Holdings Act, 1907.” There are, however, 
other proposals that have still to be considered. They are : (1) 
Courts to fix wages in areas of proper size, probably county or 
county council aTeas. (2) County land courts to fix fair rents for 
tenancies of seven years, and to which disputes as to proper 
cultivation and compensation for improvements may be referred. 
Much can be said for these two proposals ; and the Fabian Society 
Iiave put their case certainly with clearness and conciseness. 
Given comfortable cottages provided by the local authorities, 
there is a strong case in favour of fixing wages by a properly 
constituted court. At the present time, as is pointed out, although 
the average weekly earnings of the agricultural labourer amount 
to 18s. 3d., there arc many parts of rural England, and these not 
the least productive, where the rate of wages is considerably lower. 
As to the Land Courts for fixing rents, even the ])rcsent Lord 
St. Aldwyn is stated to be in favour of fixing rents by valuation 
and not by competition. Competitive rents arc a curse to agricul- 
ture. They result in a fluctuating land market, which is against 
the best interests of the State. The first result of the Allotment 
and Small Holdings Act, together with the successful agricultural 
season of 1907, has been to seriously appreciate land values and 
to unduly put up rents. Some portions of the Crown estate, 
which has. for the last half-century, let at about .-fil per acre, 
is now being eagerly sought after by agriculturists at double that 
rent, and the result is that if the local authority succeed in 
obtaining such land for small holdings purposes they will have to 
go into the open market and pay a considerably increased rental. 
The Fabian proposal is that in each county council area a statptory 
agricultural committee should be created, composed of members 
of the county council and of all borough councils within its area, 
to fix rents. It is a proposal well worthy of serious consideration. 
The Fabian Society sees that this means ‘ ‘ five and twenty years 
of resolute effort,” and this little booklet will certainly do some- 
thing to help land reformers on the path of progress. It should 
be largely advertised and its circulation encouraged. Its title, 
” Socialism and Agriculture,” is well chosen and attractive. 

E. WiNFBBX 
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India and the Empire. A Consideration of the Tariff Problem. 

By M, DB P, Webb, (Longmans, Green and Co., 1908. 

Ss, 6d. net.) 

Mr. Webb is well known in the commercial world of India as 
President of the Karachi Chamber of Commerce and as one of 
the most energetic and wideawake men of business in that pros- 
perous port; the book which he has just published was described 
by Lord Milner in the House of Lords, on May 20th, as one 
“ which is from first to last one of the strongest pamphlets pub- 
lished in favour of preferential trade within the Empire.’' Here, 
then, we may reasonably look for a weighty and informed state- 
ment of the case for Tariff Eeform in its relation to India, a 
statement undisfigured by those inaccuracies and vote-catching 
sophisms which make of cun-ent controversial literature such 
unprofitable reading. And Mr. Webb’s book justifies the expec- 
tations raised; he is an ardent advocate of Preferential Trade, 
but he presents his case with fairness, so that even wlu'.re we cannot 
agree with his conclusions we can still retain a respect for his 
opinions. 

It was Sir Edward F. G. Law, the Finance Minister of India, 
who in 1903 outlined the Indian case for Tariff Reform ; his 
Minute contained an analysis of the exports of India w^hich threw 
a now light upon the Tariff problem, and Mr. Webb has been 
content in the main to develop and reinforce the arguments of 
Sir Edward Law. India’s position with regard to a Tariff bargain 
is well known. The total import trade of India (exclusive of 
treasure) in 1906 was .-£78,000,000 sterling ; of these imix)rts 68*8 
per cent, were of British, and 31*2 per cent, of foreign, origin. 
The value of the goods which India buys outside the Empire is 
therefore approximately <£26,000,000. This is the volume of 
trade which India has to offer in a tariff bargain. On the other 
hand, Indian exports were in 1906-07 valued at £121,000,000, 
over 80 per cent, of which was comprised under the following 
ten heads : — Jute, cotton, rice, jute goods, hides and skins, seeds, 
cotton yarn and cloth, tea, opium, wheat and wheat flour. The 
bulk of these exports are raw materials which are admitted free 
of duty, not only in Great Britain, but in the countries with a 
high Protectionist tariff, and therefore, with the notable exception 
of tea, they cannot be greatly stimulated by changes in the 
Customs duties of Great Britain. It was for this reason that the 
Government of India declared in 1903 that though ‘ ‘ India had 
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something though not very much to offer to the Empire she had 
very little to gain in return.” 

But it is contended that if India has very little to gain she has 
very much to lose by adopting a Preferential Tariff which may 
lead to reprisals from foreign countries and a Tariff War. This 
argument was effectively disposed of by Sir Edward Law, and 
Mr. Webb has strengthened the case by his examination of the 
different heads of the Indian export trade. Jute, cotton, rice, 
hides, and seeds, which constitute more than half the export/S of 
India, form the raw materials of manufacturing industries, and 
no country can impose import duties upon them without seriously 
crippling those industries. This is particularly true of the raw 
materials which India exports, because they consist of articles of 
which India has cither a monopoly, as in the case of jute, or of 
which she provides a considerable portion of the supply, as in the 
case of seeds, cotton, or hides. No country which is interested in 
working up these raw materials could afford to endanger the 
stability of her own industries by imposing restrictions upon their 
import, and it appears to the writer that Mr. Webb has estab- 
lished the proi)osition that India need not fear a tariff war of 
retaliation. This is as far as Sir Edward Law pressed the argu- 
ment, though he did, by way of illustration, point out that India 
might even imix)sc an export duty on certain of the commodities 
she ships to Germany without harm to herself. This hint is 
developed by Mr. Webb ; he suggests the imposition of a prefer- 
ential export duty so that the whole of the “ mighty volume of the 
Indian cxjKjrt stream might be discharged within the limits of 
the British Empire.” The effect of this duty either would be to 
give British and Indian manufacturers an advantage in produc- 
tion or would prove the means of extorting from rival nations the 
best terms of admission for British and Indian commodities. Mr. 
Webb devotes four chapters to examining the main heads of 
India’s export trade with a view to showing the practicability and 
advantage of such an export duty. The suggestion is a novel 
one, but its application would have far-reaching consequences, 
which Mr. Webb has not discussed ; he mentions that in 1905-06 
26*9 per cent, of India’s exports were taken by Great Britain, but 
he makes no mention of the ultimate destination of these commo- 
dities, a very considerable proportion of which are not employed 
in British manufactures, but are re-exported to foreign countries. 
From the Blue Book of 1907, Cd 3687, it appears that of 
£8,195,000 worth of raw jute imported into Great Britain only 
£5,187,000 worth is retained in this country. The following are 
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a few other Indian commodities which are re-exported on a 
considerable scale. 


Article. 

Imported. 

Betained. 

Bice and rice flour 

fl, 693,000 

£939,000 

Cotton (raw) 

1,482,000 

781,000 

Lac 

730,000 

147,000 

Hides 

465,000 

153,000 

Goat skins 

849,000 

194,000 

Wool 

1,478,000 

865.000 


Clearly if success is to attend Mr. Webb’s policy of securing 
to the Empire the advantage of working up India’s raw products, 
an export duty in India will not suffice, but a similar duty must 
also be imposed in England, the effect of which would be to 
imperil seriously her position as an em|>orium of the world’s trade ; 
commerce may not be in Mr. Webb’s eyes as important as manu- 
facturing industries, but the loss of England’s transit trade is 
surely a very big price indeed to pay for an advantage in a few 
manufactures. 

The TarijBf Keform movement has brought about a revision of 
many economic orthodoxies, and we must therefore be cautious 
in our condemnation of doctrines which are unfamiliar and cer- 
tainly look rather queer. Such a doctrine is Mr. Webb’s novel 
conception of education as an agency for creating new markets. 
“ The vast sums six^nt by all modern nations on education arc 
an example of State efforts that result in . . . increased wants 
and desires, increased demand. Translated into the language of 
trade this means new and expanding markets, the mainspring 
and source of all industrial prosperity.” Surely this is to mistake 
tho effect for the cause. If education increases the demand of a 
people it is because it heightens their industrial efficiency, increases 
their earnings, and so raises their effective demand for commo- 
dities which they have always desired but have not hitherto been 
able to afford. On whatever ground it is based, however, Mr. 
Webb’s plea for a more generous endowment of education in 
India may be warmly welcomed, though ho has made a curious 
slip in saying that at present not 2 per cent, of the j;>opulation can 
road and write. Tho true figure is over 5 per cent., and if the 
males only are considered, who alone count in tlie matter of econo- 
mic efficiency, the figure should be 10 per cent. 

In his excursion into pure economics Mr. Webb has put into 
unfamiliar prominence demand as a factor of industrial prosperity, 
meaning that no industrial community can be prosperous which 
has not access to good markets. “ Demand,” says Mr. Webb, 
“is the mainspring of all wealth-productive effort,” and in their 
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neglect of demand he detects the central error of the Free 
Traders. But surely the old economists always postulated the 
existence of demand, they assumed that land, labour and capital 
would be engaged in the production of goods that were actually 
wanted ; it is not contended even by Mr. Webb that goods are 
created for which there is no demand. The question at issue is 
wdiether a demand should be artificially created and specifically 
whether the imposition of a protective duty is not an unneces- 
sarily costly way of creating a demand. But questions of cost are 
repugnant to Mr. Webb : he condemns Fjngland for her worship 
of an “ ('conomic dogma of cheapness altogether unworthy in 
one BO great,” and even rebukes the Government of India for an 
“excessive caution hardly consistent with that strength and 
dignity which attach to an Empire of the wealth and pownr of 
Great and Greater Britain.” Without disrespect to the Empire 
or even the Equator, we may surely demand that an economic 
policy should be judged by economic standards. 

T. Mori SON 


The Fiscal Question. By A. Bonar Law, M.P. Five recent 
speeches by the author. Pp. 134. (London : The National 
Beview Office, 1908.) Price 1^. net. 

Insular Free Trade ^ Theory and Experience. By Bussell 
Eea, M.P. (Cobden Club Publications.) Pp. 68. (Caxton 
House, Westminster, 1908.) Price 6d. 

These two little books can be confidently recommended to 
those who want a clear and concise statement of both sides of the 
fiscal question , or who wish to refresh their memories with regard 
to the principal points at issue between the advocates of Tariff 
Keform and their opponents. Mr. Bonar Law’s five speeches 
were all delivered between March, 1907, and March of the present 
year, and Mr. Eusscll Eea’s pamphlet is, as the prefatory note 
explains, a reprint of a lecture delivered in Birmingham in 1906, 
considerably extended, and brought up to date. 

Mr. Bonar Law more than once points out that Tariff Eeform 
means two things. It means taxation of foreign manufactures, 
and it means Preferential Trade within the Empire, and although 
ho has a good deal to say on the question of taxing foreign manu- 
factures, much the greater part of his speeches is devoted to the 
explanation of the advantages to be derived from Colonial Prefer- 
ence. Mr. Eussell Eea, on the other hand, deals almost entirely 
with the arguments for and against Protectiop pure and simple, 
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and only touches here and there on the Imperial side of the fiscal 
question. 

It is on our need for expanding markets that Mr. Bonar Law 
bases his main argument, both for the taxation of foreign manu- 
factures and for Colonial Preference. In the speech delivered at 
Manchester, which is devoted almost entirely to pointing out the 
probable effects of Tariff Eeform on the cotton trade, he says, on 
p. 25 : “ The power of production in Lancashire is being enor- 
mously increased, and I cannot see where the new demand is to 
be found that is to absorb that increased production. There are 
there, I think, the seeds of a great disaster.” The importance of 
growing markets for our trade, both at home and abroad, is a 
point which, as it appears to us, is not sufficiently recognised by 
Mr. Eussell Eea. Ho, we think, rightly maintains that “ we are 
keeping as much as we can do of the trade of the world in good 
times” (p. 36). But with expanding markets might not good 
times become more lasting and iH)riods of depression loss frequent? 
The real question to be decided, however, is whether the taxation 
of foreign manufactures and Colonial Preference will bring with 
them all the beneficent results which are expected by Mr. Bonar 
Law. “Manufacturers,” he says, “may be trusted to be the 
best judges of what is in their own interests, but surely it follows 
that if this change is in the interests of manufacturers it must 
also in the long run be in the interests of the men who work for 
the manufacturers. If it means a greater volume of business to 
manufacturers, it must mean a greater amount of employment for 
the workers ” (p. 31). But does this necessarily follow? If the 
manufacturers in a single trade succeed in obtaining Protection, 
both they and those they employ will no doubt benefit, if the 
latter can secure their share of the higher prices which it will be 
possible to obtain. But as Protection is extended to other trades 
the tendency will be for this advantage to diminish, and the 
greater the number of trades which are protected, the less will be 
the gain of each. Even if it be granted that Protection, however 
widespread, must always be in the interests of the manufacturers 
and those who work for them, it does not follow that Protection 
would be to the advantage of the community as a whole. We find 
no mention of the consumer in any of Mr. Bonar Law’s speeches, 
and he is altogether silent about the numerous persons who are 
engaged, not in producing goods, but in performing services whose 
products cannot be protected, and who would suffer rather than 
benefit by the change. 

Again, with regard to Colonial Preference, is it so certain 
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as Mr. Bonar Law would have us believe that the Colonies will 
grant us a Preference which would lead to a great expansion of 
markets for our manufactures, except at a price which would be 
too high for us to pay ? He recognises that the Colonies are deter- 
mined to develop their manufactures, but thinks that for a long 
time there will bo an enormous surplus which they must import 
from somewhere (pp. 50-52). This may be so, but the amount 
of our imports into the Colonies must largely dejxjnd upon the 
height of the tariff walls which the Colonial governments choose 
to erect against them. Mr. Bonar Law estimates that the extent 
of the changes brought about by the new Australian tariff ‘ ‘ will 
not mean an increase of more than 50 per cent.,*' and he points 
out that the tariff is even then low as compared with those of other 
countries. Notwithstanding this, we are doubtful whether he is 
correct in thinking that ‘ ‘ in the long run , the total volume of her 
[Australia’s] imports is more likely to be increased than 
diminished ” (p. 55). Mr. Russell Rea’s view as to the possibility 
of our obtaining anything like a substantial preference from the 
Colonies is in such striking contrast to that of Mr. Bonar Law that 
it seems worth while to quote what he has to say on the subject. 
After pointing out that the English Tariff Reformer of the neo- 
German Nationalistic school does not take this kingdom as his 
economic unit, but that his unit is the Empire, he goes on to say : 

The unit refuses to unify. The British Empire is a great 
fact, but, unfortunately, it is not an economic unit in the sense 
required for a ' National ’ economic policy. We have India prac- 
tically a Free Trade country, with which wo do as much trade as 
with Australia, Canada, and the South African Colonies put 
together, and we have these self-governing Colonies, each deter- 
mined to work out its own national economic development in its 
own area^ on the lines of strictly national — that is. Colonial — 
Protection. To speak quite frankly, I have at this moment more 
hope that Germany will find her new tariff insupportable, and 
relax it. I have far more hope, even an expectation, that the 
United States will extensively reform her tariff in the Frpe Trade 
direction than I have of a similar movement in any of our self- 
governing Colonies ” (pp. 19, 20). Mr. Russell Rea, however, 
does not, we think, give sufficient prominence to the fact that 
Preference has already been granted to us by the self-governing 
Colonies, a fact which should not "be ignored, although opinions 
may differ as to the actual amount of the benefit we have derived, 
Mr. Bonar Law regards this benefit as considerable, and con- 
stantly reminds his audiences of the concessions which we have 
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already obtained from the Colonies, and we think he is right 
when he says : “ It is quite probable that the people of this country 
do not yet realise the material advantages of preferential trade, 
but this I am sure of — they do not desire to see this question 
settled without examination, they are not willing that the door 
should be closed once and for all on any theoretic grounds, but 
that if it is settled it should be settled after a careful examination 
of the practical advantages and disadvantages of the proposals ” 
(p. 65). 

There are several other points raised in these interesting 
speeches, which we should like to discuss, did space permit, such 
as the “dear-loaf bogey small taxes on food as a means of 
binding the Empire more closely together, and of increasing 
supplies of wheat from the Colonies, also the effect of foreign 
trusts on our home market, a point which is just mentioned at 
the end of the last speech. With regard to taxes on food, Mr. 
Bonar Law’s op]X)nents will be sceptical, and some of his friends 
perhaps a little disappointed when they learn from him that “ no 
one has ever proposed that there should be protective taxation of 
food in this country ” (p. 46). There are other questions which 
are discussed in both the books under review about which the 
two authors reach widely different conclusions, the difficult 
question of the comparative conditions of the working classes in 
England and Germany, the amount of unemployment in the two 
countries, the questions as to how far British exix)rts are changing 
in character, and as to how far the industrial progress of some of 
the protectionist countries is to be set down to their tariffs. 

Mr. Bussell Bea’s pamphlet, as has been said already, deals 
almost entirely with the arguments for and against Protection. 
He points out that ‘ ‘ Adam Smith and Friedrich List each in his 
own day propounded his theory academically, and enforced it 
by purely deductive arguments, based on certain generally- 
admitted principles of human action. The recent fiscal con- 
troversy has rightly proceeded on entirely different lines — it has 
been in the main an attempt on both sides to reason by inductive 
process from the mass of available statistics and experience” (p. 
64). It is by this kind of reasoning that he endeavours to show 
that free imports are still the best way of meeting hostile tariffs, 
and he adduces facts and figures in support of the three following 
propositions, viz. : — that we have the first call on the trade of 
the world, that we are keeping the best of the trade, and that we 
are keeping as much as we can do in good times. His remarks 
on the extent of our shipping, and the amount of employment 
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which it gives (pp. 48-“60), are subjects upon which he is of course 
particularly well qualified to speak, and they deserve careful atten- 
tion. Mr. Eussell Kea is, we think, inclined to underrate some 
of the evils which are undoubtedly to be traced to our one-sided 
Free Trade, and the injury which foreign tariffs inflict upon our 
commerce, and he is also, perhaps, somewhat too optimistic with 
regard to the future, but, as he says, “one who believes in the 
truth, the present profit, and final triumph of Free Trade, must 
be an optimist (p. 62). Mr. Bonar Law appears to us to suffer 
from the same fault — if it can be called a fault — for he believes 
that ‘‘Fiscal Eeform is in itself the greatest of all Social Eeforms, 
on which all other Social Eeforms depend “ (p. 55). 

Henry S. Furniss 

Le Marche a Terme de Boiirse en Allemagne, Tiire IV, de la 
Loi du 22 Jmn, 1896. Etude jundique et economique, 
»1ean Lescure. Paris : Librairie de la Societe du Eecueil. 
J. B. Sirey ct du Journal du Palais. 1908. 8vo. 260 pp. 

The author of this book — which deals with the effects of the 
German Bourse Law of 1896 on time bargains in stocks and 
produce — combines, to an exceptional extent, the qualities of a 
learned and acute lawyer with those of a highly trained and 
perspicacious economist. The subject of his work is interesting, 
as it analyses the results of a somewhat unique experiment. 
The attempt of the German legislature to restrain and regulate 
commercial siX3Culation has been the subject of much heated 
controversy between its promoters and its opponents; the 
impartial comment of a critic who has no personal concern in this 
controversy, and is so well equipped for his task as the 
author of the work now under review, is therefore doubly 
welcome. The German Imperial Statute of May 8th, 1908, by 
which the Bourse Law has been considerably modified, has, no 
doubt, for the moment put an end to the strife between the 
contending parties, but from the point of view of the student of 
economic problems the subject has not lost any of its interest. 

The law of 1896 intended to serve two objects : (1) to 

prohibit time bargains on the public exchanges in certain classes 
of stocks and goods ; (2) to prevent non-professional speculators 
from entering into any kind of time bargains on the Public 
Exchanges. The expression, “time bargains on the Public 
Exchanges “ is here used as the equivalent of the German 
expression, “ borsenmassige Termingeschafte,“ which expres- 
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sion was specifically defined by the original statute as including 
any contract for the delivery of stocks or goods at a specified 
future time characterised by the following special condition : (1) 
time was required to be “ of the essence ” of the contract (which 
means that the contract was to be treated as broken, if it was 
not performed at the exact stipulated date) ; (2) the contract 
had to be made subject to general conditions imposed by the 
authorities of a Public Exchange ; (3) the stocks or goods which 
were the subject-matter of the contract had to be stocks or 
goods in respect of which time bargains were ofiicially quoted 
on the Public Exchange under the rules of which the bargain 
was made. 

The following were the classes of stocks and goods as to which 
time bargains on the Public Exchanges were entirely prohibited 
by the law of 1896 : (a) shares in mines and industrial under- 
takings; (b) shares in other undertakings having a capital of 
less than 20 million marks ; (c) corn and flour and other similar 
goods ; (d) such other classes of stocks or goods as the Federal 
Council might determine to include in the prohibited classes. 
Having regard to the far-reaching effects of the rules as to 
registration in respect of all time bargains on the Public 
Exchanges, the total prohibition of such bargains in specified 
classes of stocks and goods has been of comparatively small 
importance. 

The exclusion of non-professional dealers from all kinds of 
time bargains on the Public Exchanges was to be brought about 
in the following manner. Bourse Eegisters were to be estab- 
lished throughout Germany, in which the names of all persons 
wishing to enter into time bargains on the Public Exchanges 
were required to be inscribed. No valid obligation was to be 
created by any time bargains on a Public Exchange unless both 
parties to such bargains were registered on a Bourse register, 
and all securities as well as all acknowledgments of indebtedness 
given in respect of any such bargain were to be of no effect. On 
the other hand, it was provided that in the case of both parties 
being inscribed on a Bourse register a time bargain coming 
within the definition referred to above was not to be invalidated 
on the ground that it was in the nature of a gaming contract. 
In this manner the gaming nature of a contract ceased to be 
pleaded as a ground of nullity in the case of time bargains on 
the Public Exchanges. If one of the parties to such a time 
bargain was not on the register, this fact was sufficient to 
invalidate the transaction, and it was unnecessary to prove that 
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it was of a gaming character ; if, on the other hand, both parties 
were on the register, the fact that it was of a gaming character 
did not invalidate it. The object of these provisions was to 
induce all persons habitually transacting business of the nature 
described, either on their own behalf or as agents for others, 
to inscribe their names on the register and to avoid all dealings 
with unregistered persons. 

The authors of the Statute of 1896 proceeded on the assump- 
tion that the diminution of risk in the case of dealings between 
registered persons would make the registers popular, but this 
assumption was erroneous. To use Mr. Lescure's words : “ La 
speculation a rcfus6 une security juridique, qu’elle achetait, disait- 
elle, au prix de son honneur et de sa consideration. Le n^go- 
ciant, le financier, refuserent de se faire inscrire sur un registre 
qui les ravalait aux yeux du public’*; the number of entries 
as shown by the tables given by the author are quite insignificant. 

In order to escape the consequences of non-registration 
various methods were adopted for transforming the transactions 
affected by the new law in a manner which, without altering 
their economic effect, would bring them outside of the definition 
quoted above. The Supreme Imperial Court at Leipzig, however, 
declined to be hampered by the letter of the Statute, and dealt 
with the transformed transactions in the same way as if they 
had been included in the definition. The result of this strict 
interpretation of the law was no doubt injurious from a moral 
point of view, as it enabled dishonest persons to pocket the profits 
on their time bargains and to avoid payment of their losses. This 
is admitted by Mr. Lescure, who quotes some very interesting 
recorded instances of such a course of conduct, but he is more 
sceptical with reference to the statements made by the opponents 
of the Bourse Law of 1896 alleging that this enactment has had 
disastrous effects on the economic life and financial position of the 
German nation, and that it has caused a material contraction of 
business and given rise to violent fluctuations in the prices which 
would have been avoided if the Public Exchanges had performed 
their proper functions. The figures given by the author show 
that between 1897 and 1900 no material contraction of business 
took place, and that the contraction which did take place since 
1900 is due to a large extent to causes other than the provision 
of the Bourse Law. One of these causes is the concentration 
of business in the hands of trusts, syndicates, or other trade 
combinations, on which Mr. Lescure has some very interesting 
observations. He also maintains that the contraction of Stock 
No. 71.— VOL. xvui G G 
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Exchange and Produce Exchange business is not necessarily a 
symptom of commercial and industrial decline. 

While admitting the economic usefulness of speculation, he 
is of opinion that it is within the province of the State to regulate 
it and to prevent its abuses. 

1)1 the course of discussing the unfavourable effects which 
the attempt to suppress time bargains in wheat is alleged to have 
had on the fluctuations in prices, Mr. Lescure gives an interesting 
survey of these fluctuations, and also investigates the operation 
of the German system of import duties and export bounties, and 
of their influence on the German wheat markets. The author 
in this manner does not merely throw light on his immediate 
subject, but also gives a valuable insight into the development 
of various branches of German economic life. 

The amended Bourse Law of 1908 will probably, on the whole, 
meet Mr. Lescure/s view^s, as it seems better fitted to suppress 
illegitimate speculation, while removing some of the fetters 
imposed on legitimate operations by the law of 1896. The 
definition of “ time bargains on the Public Exchanges ” contained 
in the Act of 1896 has been dropped. It is now left to the free 
judgment of the Courts to determine what classes of time bargains 
are affected by the provisions of the Bourse Law. The prohibi- 
tion as to time bargains on the Public Exchange in wheat, flour, 
and similar articles is maintained, but, in order to prevent the 
Courts from extending the operations from time bargains not 
intended to be affected by the Bourse Law, it is expressly 
declared that contracts for the delivery of wheat, flour, and similar 
articles are not to be deemed included in the prohibited time 
bargains if they arc made subject to general conditions approved 
by the Federal Council and also conform to the following require- 
ments : — 

(a) One of the contracting parties must be a producer or 
transformer of goods of the same kind as the goods to which the 
contract refers or a trader or registered co-operative association 
whose business it is to purchase or sell wheat or flour or similar 
articles or to lend money on the security of any such articles ; 

(b) Time must not be made of the essence of the contract ; 

(c) Certain specified conditions as to the quality of the goods 
forming the subject of the bargain must be embodied into the 
contract. 

The chief features of the new Act are the alteration of the 
test by which professional dealers are distinguished from outsiders 
and the modification as to the effect of time bargains in stocks 



1908] unbebwood: the histbibution op owneeship 436 

to which outsiders arc parties. Eegistration in the Commercial 
Kegistcr has now taken the place of registration in the Bourse 
Eegistry. All {>er8ons or companies registered in the Commercial 
Register (excepting small traders), and certain other classes of 
persons and corporations (including retired traders and retired 
members of any Public Exchange), are now authorised dealers 
for the purposes of the Act. As all persons and companies who 
carry on busin()ss on a fairly largo scale are necessarily inscribed 
in a commercial register, this means that every important trading 
firm or company is now included in the authorised dealers, and 
that only such persons are excluded who ought to abstain from 
speculative transac.tions. Time bargains on the Public Exchanges 
arc, as a general rule, void as heretofore, unless both parties are 
authorised dealers ; but an important modification arises as to 
time bargains in stocks, in the case of one of the parties being 
an authorised deak^r and having obtained security for the per- 
formance of the bargain. In such a case the authorised dealer 
will in future be bound by the bargain ; the other party will 
not bo bound personally, but the security given by him will be 
operative. 

It is generally hoi)ed that the inconveniences created by the 
provisions of the Act of 189fi and the op[X)rt unities offered thereby 
to dishonest persons will now be obviated, without interference 
with the legitimate objects which that Act was intended to 
promote. Experience aloiu^ can prove whether this hope will be 
fulfilled. Perhaps in a few years Mr. Lescure, in a new edition 
of his book, will help us to examine the results of that experience. 

Ernest J. Schuster 

The Distrihuiion of Ownership. By Joseph Hardtng Under- 
wood, Ph.D. (New York : The Columbia University Press. 

1907. Pp. 219. Price $1.50.) 

The title of this book is somewhat deceptive, as it leads the 
reader to expect an account of the division of property between 
different classes of owners, such as private individuals, partner- 
ships, and incorporated companies on the one hand, and muni- 
cipal corporations and the State on the other. As a matter of 
fact, such subjects are barely mentioned, and the largest part of 
the essay is devoted to a short review of the history of property 
from primitive times onward, and enters into the fields of political 
science and jurisprudence, rather than into that of economics. 

Basing his account upon the leading authorities, Professor 

0 0 2 
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Underwood traces the historical development of the rights and the 
limitations of ownership of slaves, of land, and of corporate pro- 
perty on the continent of Europe, in England, and in the United 
States, his treatment of the last country naturally being the 
most detailed. In a long chapter on the limitations of corporate 
ownership in the United States, mention is made of such diverse 
subjects as the tendency in many industries for ownership to be 
concentrated in a few hands, the taxation of industrial corpora- 
tions, factory legislation, trade unions, profit sharing, and co- 
operative societies. About a page is devoted to municipal trading. 
The author points out that in the United States somewhat more 
than one-half of the town water-supplies and one-fifth of the 
electric light systems were municipal property in 1902. On the 
other hand, municipal tramways are almost unknown, and it is 
by no means exceptional to find towns in which the sewers are 
owned by private persons. 

The subjects of the control of trusts and the regulation of 
railroad companies are treated at somewhat greater length, but 
hardly receive as much attention as might be expected, in view 
of the fact that these questions are very real ones in the United 
States at the present time. For an English reader the most 
important point to grasp is the constitutional difficulties raised 
by these questions. According to the United States Constitution, 
companies incorporated in one State of the Union are entitled 
to carry on business in every other State of the Union, which 
renders ineffective almost all efforts to control trusts by State 
legislation. At the same time, the construction placed upon 
another clause of the United States Constitution by the Supreme 
Court is such that federal legislation dealing with trusts, as for 
example the “ Anti-trust ” Act of 1890, is practically powerless. 
The most successful step taken by the Federal authorities has 
probably been the establishment of the Bureau of Corporations 
to investigate the business methods of “trusts,” about which 
complaints have been made. At the present time, reports dealing 
with the oil trade and the beef trade have been published, and 
inquiries are being made into the tobacco and the steel industries. 

Both the Federal and the State Governments have recently 
devoted considerable attention to regulating the railroad com- 
panies. The central authorities, acting principally through the 
Inter-State Commerce Commission, have sought to stop the 
preferential rates granted to large customers, and the secret rebates 
which these customers frequently obtained to the detriment of 
their smaller competitors. The State authorities have given 
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^ special attention to passenger fares, and have often of late 
attempted to impose a maximum fare of two cents a mile, instead 
of the three or four cents usually charged* As in the case of 
the control of trusts, Federal and State authorities have found 
the United States Constitution a considerable obstacle to their 
efforts, but this may change in time, as the Supreme Court, 
which is charged with the interpretation of the Constitution, is 
not bound by precedents. 

In the final chapter Dr. Underwood discusses the ethics of 
ownership, and expresses the hope that there may be some re- 
distribution of ownership in the future, so that the poor man 
can reasonably look forward to possessing a little property, suiSi- 
cient at least to mitigate the worst evils of poverty, and that at 
the same time more limits may be imposed upon the power 
attached to wealth. 

At the end of the book there is a long list of the authorities 
consulted by the author when writing this essay, which testifies 
to the thoroughness with which the work has been done. The 
writer has brought together, within a reasonably small space, a 
lot of interesting material, but the value of the book would have 
been enhanced had there been a good index, in addition to the 
analytical table of contents. 

Douglas Knoop 

Railway Corporations as Public Servants, By H. S. Haines. 

(The Macmillan Co. Pp. 226. Price 6^. 6d. net.) 

The public nature of the services rendered by railways has 
long been recognised, and supplies the basis for the arguments 
in favour of railway nationalisation. Mr. Haines, however, is no 
believer in the alleged benefits of State ownership. On the 
contrary, he holds that all, and more than all, the benefits deriv- 
able from State ownership can be obtained under a system 
depending on private enterprise combined with efficient State 
control. The State control of the past comes in for very severe 
criticism, Mr. Haines summing up his position in the words, 
“ Lot us then not legislate against the railroads, but for them,” 
That the railroad legislation of the United States in particular 
has usually taken the form! of attacks on the railroads, there can 
be no denying. In fact, it has been too frequently “panic ” legis- 
lation. 

Whilst wo cannot always agree with Mr. Haines’s conclusions, 
it is due to him to recognise the impartiality with which he has 
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given instances of the abuse by some of the American railroads 
of the power vested in them. The remarkable series of trans- 
actions conducted by Mr. Harriman in connection with the Union 
Pacific B.E. arc related in some detail. By a series of financial 
legerdemains Mr. Harriman has made the Union Pacific B.E. 
Company “either to be dominant or powerfully influential in 
54,000 miles of railroad, being one-fourth of our (U.S.A.) total 
mileage, with 40 per cent, of its capital and 30 per cent, of its 
earnings.’’ The power wielded by the president of this vast cor- 
poration is stated plainly to be greater than that of the President 
of the United States. The position built up has only been possible 
owing to misdirected and defective legislation. 

It is not difficult to understand that the people of the United 
States have become alarmed at the vast power concentrated in 
the hands of a few railway magnates, and that many have reached 
the conclusion that State ownership is the only efficient remedy. 
Mr. Haines gives many reasons for considering this inij>ractic€ablc 
in the case of the United States. The vastnoss of the jvroposition, 
which would inake 200,000 miles of raiVay and the 1,500,000 
railway employees a department of the federal government, is 
in itself appalling ! The debt of the United States would be 
increased by at least $14,000,000,000, and the effect of this on the 
national finances is certainly a matter for serious considt'ration. 

Mr. Haines does not, however, rest content wdth these facta. 
He considers also whether the conduct of the transportation will 
continue equally efficient, whether railway ('mployment wall con- 
tinue to attract a like number of the “ captains of industry,’’ 
whether the public will bo equally well served. The answers to 
these questions are certainly matters for argument, and we cannot 
always accept Mr. Haines’s decisive negative. When, however, 
he considers the past control, and denounces the action of the 
State, which has consistently forbidden lh(‘ railways to make 
peace with one another, and has forced them to fight until the 
weaker succumbed, we are quite at one with him. 

The supporters of railway nationalisation will do well to read 
this book. From its pages they will be able to call much to 
support their position, but they will also find in its pages many 
of the arguments which they wdll be called upon to meet if they 
are to convince the country that State ownership is to be preferred 
to private enterprise. 


W. T. Stephenson 
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The Nationalisation of Railways, By A. Emil Davies. (Adam 
and Charles Black. Pp. 125. Price l5.) 

This book is a poor effort to put forward the case for railway 
nationalisation. When it is compared with Mr. Pratt’s “State 
Bail ways,” which was reviewed in the December Journal, 
the inevitable conclusion is reached that if Mr. Pratt was biassed 
in favour of private ownership of railways, Mr. Davies is even 
more strongly biassed in the reverse direction. The result is a 
piece of writing calculated to mislead the general public, and to 
make more careful readers wonder whether there is any case at 
all for the nationalisation of our English railways. 

To take a single instance of the manner in which Mr. Davies 
handles his figures, on p. 15 the fact that 195 millions of ix)unds 
have been added to the capital owing to stock conversion, con- 
solidation and division, is emphasised, but there is absolutely no 
reference to the amount of capital raised at a premium. In dealing 
wdth the question of capital, Mr. Davies might also have given 
some consideration to the difference in capital cost per route mile 
and per mile of single line. Many railways leading out of London 
have had to make four or more lines of rails for many miles out to 
meet the needs of the suburban and long-distance traffic, and 
it is absurd to treat these miles as exactly the same as the miles 
of line serving the country districts. 

This misleading use of railway mileage shows that Mr. Davies 
either deliberately misrepresents the railways or is thoroughly 
ignorant of railways and railway working. Whichever bo the 
truth he is clearly disqualified from being taken seriously. 

When Mr. Davies attempts to discuss conii>etition and co- 
operation between railways, he contradicts himself repeatedly. 
In one place he rates the railways soundly for wasteful competi- 
tion, whilst in another he holds up the London, Brighton and 
South Coast Eailw^ay to ridicule because they have made an 
agreement to avoid competition at Eastbourne by sharing the 
profits from the traffic with another railway. Again, he pleads 
the advantages of single administration, and fails to appreciate 
that he is thereby making an indictment against the State control 
of the past rather than against the railways which have continually 
been prevented from joining hands and so abolishing competition. 
If Mr. Davies had studied the history of the union of the South 
Eastern and Chatham and Dover Eailways, he would have realised 
how very difficult and expensive it has been for railways to 
obtain Parliamentary sanction to unite. 
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At the close of the book Mr. Davies gives the address of the 
Eailway Nationalisation Society. That society will be well 
advised not to depend on the facts or arguments set out in this 
book for its case in favour of State ownership. That there are 
good arguments for State ownership there is no denying, but 
the arguments for and against nationalisation appear to be 
unknown to Mr. Davies. 

W. T. Stephenson 

Socialismus und Sociale Bewegung, By Werner Sombart. 6th 
edition. (Jena: Gustav Fischer, 1908. Pp. xi. + 395.) 

Professor Sombart has reissued in a new form his valuable 
work on “ Socialism and the Social Movement.” The plan of the 
book is similar to that of the original version, but it has greatly 
increased its contents since the publication of the edition which 
Mr. Atterbury translated into English t<m years ago, and even 
since it was reviewed in this Journal two years ago. 

A portion of the early introduction describing Owen and the 
Utopian Socialists is now omitted, and the author concentrates his 
attention on a realistic representation — very solid and satisfying— 
of the existing conditions of actual Socialist parties, with a critical 
discussion of their tendencies. So rigorous is his self-restraint 
that it is only after the perusal of some three hundred pages of 
the work that any definite conception as to the writer’s personal 
attitude towards the doctrines of Socialism begins to take form 
in his reader’s mind. It is a valuable example of the objective 
treatment of controversial matter, touched with imagination and 
insight which prevent its becoming a mere photograph of actuali- 
ties. 

His treatment of Marx is typical of this judicial point of view. 
Marxism, he says in effect, represents ” une orientation,” an 
attitude of mind rather than a creed (to borrow a phrase recently 
applied to a very different sphere of thought). Though modern 
Socialism is permeated with it, it is Marxism with most of the 
doctrines of Marx omitted. Imperceptibly they have been under- 
mined, as history has shown the falsity of the ” doctrine of in- 
creasing misery,” &c., until the followers of the would-be philo- 
sopher and economist opened their eyes at length to find his 
system, “like the campanile at Venice,” in ruins before them. 
So far as theoretical calculations could assist them, Marx and 
Engels could claim to have discovered “the new star” which 
was the symbol of the social movement that they helped to shape ; 
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but it was left to their successors actually to recognise it among 
the heavenly bodies. Although they were impracticable in their 
immediate recommendations (which were due to the revolutionary 
atmosphere of their youth and to the influence of those lower 
strata of society which they helped to become articulate) , yet they 
bequeathed to modern Socialism its ‘'realistic, historical, and 
evolutionary character;” its aim, collectivism; its weapon, the 
class- war. In practice, however, they involuntarily demonstrated 
the permanent gulf between science and Socialism, and the 
promulgation of their doctrines in their crudest form retarded the 
advance of the movement. 

Herr Sombart holds firmly to the idea of the “ class- war,” 
toned down to suit a civilised society dimly conscious of its 
solidarity, and on this basis he insists on the “essential unity ” 
in all countries of the trend of modern Socialist thought. The 
old revolutionary leaders — Bebel, Guesde, Hyndman — arc no 
longer revolutionary in their immediate ideals ; the reformists 
likes Jaures and Vandervelde are revolutionary in their adherence 
to the idea of the “ class-war.” The course of social evolution 
has brought the proletariate “inevitably” to the same stage of 
revolt against Capitalism, and by three roads — Parliamentary, 
Trade Union, and Co-operative action — its sections are advancing 
to the same goal. The differences which appear so large are differ- 
ences only of tactics. After a detailed consideration of the progress 
of “the social movement” in America, and in the different 
countries of Europe, he concludes that the streams of proletarian 
thought are flowing in the same direction. “ The working classes 
will never be ‘ contented ’ again,” though the form of Socialism 
in which their discontent will express itself will not be revolu- 
tionary. Here, and in his pronouncement on the incompatibility 
in the future of political patriotism with international Socialism, 
the author modifies his attitude so far as to permit himself to look 
forward. 

In an interesting chapter on the recent growth of ‘ ‘ syndical- 
ism ” or revolutionary Trade Unionism in France and Italy, he 
criticises this recent break in the ‘ ‘ trend towards unity,” and points 
out the utter impracticability of its ideals. Nevertheless, he is 
inclined to rate it more seriously than do some of its chroniclers, 
though he characteristically declines to prophesy its future. If it 
succeeds in finally capturing the Trade Unions and in making its 
peace with co-operation, the effect will be serious on Socialism as 
a whole. For both Trade Unions and co-operative societies are 
the Socialist training-ground, “the elementary schools of Social- 
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ism** in it^ more reasonable forms. Their educational effect in 
the direction of moderation cannot be underestimated — witness 
their influence in England and Belgium respectively. Therefore 
he urges the history of the English social movement, “ its exces- 
sive sobriety,*’ and absence of “soul-stirrings” so characteristic 
of the nation, as an object-lesson to vehement Continental 
reformers, while at the same time he makes an eloquent plea for 
the restoration of ideals to rescue the Socialist movement from 
the materialism which threatens it. 

C. V. Butleb. 

Continuation Schools in England and Elsewhere, Edited by 
M. E. Sadler. (Pp. xxvi — 779. Manchester University 
Series.) 

In this volume Mr. Sadler, with the help of various writers, 
surveys the whole field of continuation schools in this and other 
countries. The term “ Continuation School ” is a rather vague 
expression used to cover a great variety of forms of education, 
ranging from a two or three years’ course at a technical day school 
down to a class in shorthand held in the evening for a single hour a 
week. But the presence of two characteristics gives unity and 
definiteness to an otherwise vague expression. As the name 
implies, the school represents something added to the Elementary 
School, and, secondly, the instruction has a more or less close 
relation to the occupation of the student. 

In spite of the many years during which continuation schools 
of a kind have existed, the whole subject must still be regarded 
as in an experimental stage. Voluntary effort and State-sup-^ 
ported classes go on side by side, and no connected system, at 
any rate in this country, can be said to exist. The value of the 
present work lies mainly in the comprehensive survey it takes 
of the many aspects of the problem. But, as in the other volumes 
for which the same editor is responsible, Mr. Sadler is not content 
to present a picture merely of existing conditions. He is equally 
anxious to explain the significance of the different developments 
by determining the general trend of events. 

In spite of the variety of the subjects discussed and the 
number of authors responsible for the different chapters, there is 
an amount of agreement not alw’^ays found among writers on 
social problems. Three conclusions will remain in the mind of 
the reader when he reaches the end of the volume. First, the 
State must assume a more or less active responsibility for the 
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technical training of those entering the trades and professions. 
Secondly, the limit of progress along existing lines has been 
reached. Thirdly, further progress can only be secured by 
introducing into the continuation schools the element of com- 
pulsory attendance. 

With regard to the first, it is clear that the old system of 
apprenticeship has broken down. The industrial development of 
the last century, with its grow'th of huge factories and its minute 
subdivision of labour, has made impossible the all-round training 
which could once be obtaiiK‘d in the workshop. The various 
voluntary associations for encouraging apprenticeship which of 
late years have sprung up in considerable numbers, have recognised 
this fact by endeavouring to secure the attendance of the appren- 
tices at trade classes held in technical institutes, while the more 
thoughtful employers have, in certain instances, made the 
attendance at such classes one of the conditions of apprenticeship. 

It might be thought that the development of evening classes, 
or of courses of instruction, held during the day and attended by 
pupils with the leave of their employers, might meet the exigen- 
cies of the situation , but experience points to a different conclusion. 
On the most generous calculations “ not more than one in five of 
the children in England and Wales regularly attend the con- 
tinuation schools during the years immediately following the 
elementary day school courses,” nor do the figures show much 
tendency to increase. A careful inquiry among teachers in 
evening schools leads to the conclusion that even these figures 
can only be maintained by allowing the recreative element to 
loom largely in the curriculum. 

As regards attendance at day classes it is the very exceptional 
employer who allows his apprentices ” time off ” in order to take 
advantage. of such institutions; while it is a small minority of 
employers wdio recruit their workshops, and who would therefore 
hope to gain any advantage from their better training. Finally, 
a very large number of boys and girls reach home too late or too 
tired to attend an evening school. 

The great difficulty in the organisation of evening classes in town 
and country alike arises from the failure on the part of great numbers 
(it is to be feared the majority) of employers to recognise their 
responsibility tow^ards the further edtication of the young persons in 
their employment. To this general failure of the sum of educational 
responsibility there have always been numerous and bright excep- 
tions, and it would be unfair harshly to criticise the past in the 
light of the changed ideas of the present. . . . But the efforts of 
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the good employers must not lead us to overlook the failure of the 
bad ones. I have myself been led to the conclusion, which I submit 
to the consideration of the reader, that the most effective way of 
dealing with the difficulty will be to throw upon all employers by 
statute the duty of granting to those of their male and female work- 
people who are under eighteen years of age, the necessary time for 
attendance at continuation classes at hours prescribed by the by- 
laws of the local education authority. In addition to this, power 
should be given to make attendance at continuation schools, at hours 
not incompatible with the physical well-being of the pupils, com- 
pulsory for young people up to seventeen or eighteen years of age. 

In this passage Mr. Sadler dearly expresses his opinion that 
it is necessary to introduce the element of compulsory attendance 
at continuation schools, if we desire to include the greater 
number of the children as they leave the elementary schools. To 
this point he returns again and again himself, while the other 
contributions to the volume add argum(mts in its favour. 

This conclusion is undoubtedly the most important result of 
the study of continuation schools. If we leave this country and 
go to the Continent wx can find such a system in actual operation. 
In Munich, for example, ‘'compulsory instruction is given for 
at least eight hours per week.*' “ There is no compulsory in- 
struction after 7 p.m. An effort is being made to hold as many 
classes as possible during the day-time.'’ In other parts of 
Germany and in Switzerland we likewise find a tendency to make 
attendance at continuation schools compulsory, and, what is no 
less important, to make that attendance compulsory during 
working hours rather than in the evening. Experience goes to 
show that a child is not fit, cither mentally or physically, to take 
full advantage of instruction at the close of a long day’s labour 
spent in the factory. 

While Mr. Sadler is “convinced that in the end some form 
of compulsion to attend day or evening continuation classes 
between fourteen and seventeen years of age will be found desir- 
able,” he is of opinion “ that we in England have still much to 
do before we shall be ready to use the weapon of compulsion so 
far as attendance at continuation schools is concerned.” He 
would, therefore, deplore “prematurely invoking compulsion,” 
and appears to regard it as a thing to be realised rather in the 
remote than in the near future. 

It is more than doubtful whether he is not mistaken in this 
belief. There is good reason to believe that a rapid movement 
in this direction is setting in. The problem of the unemployed, 
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and, in particular, of the unemployable, is seen to have a close 
connection with the faulty training of the young. It is an open 
secret that the Poor Law Commission has amassed much evidence 
in support of this view, and it is not improbable that the report 
will contain a recommendation in favour of compulsion. 

Now if compulsion is to come it is in every way desirable 
that it should come in a proper form. Mr. Sadler would leave 
considerable discretion to local education authorities ; and while, 
of course, this is desirable, one might have wished that he had 
laid down a little more clearly the limits w’ithin which that dis- 
cretion may be exercised. Two points are of fundamental imjwrt- 
ance. First, compulsion itself must not be made optional or it will 
rarely be exercised ; and secondly, there must be compulsion during 
the day atid not in the evening. 

Is it too much to hope that wo arc on the eve of the inaugura- 
tion of a new half-time system, where every young person, 
between the ages of fourteen and eighteen, must attend school, 
either in the morning or in the afternoon? Eeaders of the present 
valuable book will be driven to the conclusion that only in this 
way can the difficulties, there unfolded, be solved or the author’s 
id(!al of a continuation school be realised as a place which shall 
“ inspire a sense of personal duty towards the community.” 

E. A. Bbav 

The Stannaries: A Study of the English Tin Miner. By George 

Eandall Lewis, Ph.D. Harvard Economic Studies. 1908. 

Pp. xviii + 299. (Constable and Co. : London. Houghton, 

Mifflin and Co. : Boston and New York.) 

In spite of the vast mineral wealth of this country, and its 
exploitation from very early times, the history of the development 
and organisation of English mining has been hitherto almost 
neglected. The miner’s status and conditions of life and work 
prior to 1800, which have been so carefully studied in 
Germany, have never attracted serious investigators in England. 
The book under review is therefore especially valuable, inasmuch 
as it deals with an unexplored field, and one of the highest 
importance in the national economy of the country. 

A great merit of the book is that it treats of tin mining and 
the minor as part of the general development of mining both here 
and on the Continent. Hence we get frequent references to the 
English lead, iron and coal mines, as well as to German, French, 
and Belgian conditions, and we are thus enabled to see not only 
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in what respects English mining was peculiar, but also in what 
ways tin mining resembled or differed from the other forms of 
mining. 

'^riio book is also an im]:>ortant contribution to the history of 
English commerce. In the early middle ages, when England lay 
off the main stream of the world’s trade, it was tin, lead, and 
wool which brought her into touch with the Continent and the 
greater civilisation it represented. Tin was a thing that 
was essential for the utensils of brass and })ewter which 
were in general demand for lioiiS(diold purposes. Foreigners 
came to this island to obtain tin, and they influenced the whole 
of English economic development. The country was found to be 
worth calling at and worth exploiting, and English commerce 
and resources were gradually developed by foreign skill and 
capital. Tin was one of the articles which purchased from 
Venetian and Genoese merchants the spices which helped for 
centuries to relieve the deadly monohuiy of the staple diet of salt 
beef. 

From the very first tin formed one of the East India 
Company’s important articles trade, and through its agency 
the metal was carried to India, Persia, and Japan. This again 
was a circumstance of national importance, as the English had 
so few acceptable things to take to the East. The English heavy 
cloth w'as not a suitable product for Eastern markets, and the 
English merchants were at a great disadvantage as compared 
with the Dutch, wdiose linen was in great demand. Tin, 
however, helped to redress this inequality. 

The nature of our chief cxjwts has so completely changed 
during the eigliteenth and nineteenth centuries that we are apt 
to forget that tin was one of the important bases on which our 
international trade has been built up. 

In his account of the Stannaries, Mr. Lewis first of all 
describes the technical conditions which have prevailed in the 
tin industry from early times. He then deals with the external 
history of the tin trade, the shifting of the centre of the tin 
district from Devon to Cornwall, and the foreign trade in tin. 
This is followed by a chapter on early mining law. It seems 
that there were three kinds of mines in England — royal mines 
which belonged to the King, mines which belonged to the owners 
of the land, and free mines, to which latter class the tin mines 
in Devon and Cornwall belonged. In the case of free mines the 
tinner could freely search for and work tin wherever it might be 
suspected, regardless of the rights of the landlord. This was 
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called “ bounding,” and where it prevailed ‘‘ it was open to the 
poorest villein to become his own master simply by laying out 
a claim and registering its boundaries in the proper court ” 
(p. 35). 

I’he position of the tin miner in regard to taxation is no less 
interesting than his roving right to dig and search for the metal. 
He paid taxes not as an Englishman, but as a miner. He did 
not pay any of the ordinary taxes, such as the tenth and fifteenth, 
but paid proportionately to the value of the tin mined. Hence 
the tin mines had a very effective means of securing redress from 
the monarch when they considered their rights invaded. They 
simply stopped mining, and the King got no revenue. We find 
accordingly that the tinners’ complaints were attended to with 
considerable promptitude. 

The King had tlie right of pre-emption in regard to all the 
tin produced, a right which was sometimes utilised to prevent 
the tinners being squeezed by the dealers as to price, and some- 
times it was utilised by the King to corner tin on his own account. 

Not merely was the tinner a man apart in matters of taxation : 
he also had a peculiar position as regards law and justice. Ho 
was simply not subject to the ordinary law of the land, but only 
to the laws of his own Stannaries Parliaments as administered 
in his own Stannaries Conrt.8. These were organised as separate 
institutions in 1201 in Cornwall, and 1305 in Devon. The tin 
mines thus constituted an ivipcrium in imperio, and have con- 
siderable constitutional as w'ell as economic interest. 

After tracing the development of the tinners’ privileges in 
regard to the administration of justice and taxation from early 
times down to the disapf)earanco of this special jurisdiction in 
the nineteenth century, Mr. Lewis passes on to describe the 
changes which have taken place in the industrial organisation of 
the trade. The early and rapid development of capitalism in its 
various forms is described at length, but Mr. Lewis shows that 
even to-day the conditions prevailing in the Cornish tin mines 
are peculiar in many respects (p. 206). 

A final chapter is devoted to a consideration of the methods 
of disposing of the tin, and to the abuses which have arisen in 
connection with the various systems of marketing. 

The book is an excellent one, and well deserves the David A. 
Wells’ prize which it gained in 1907. It is a valuable contribu- 
tion to the constitutional and economic history of England. 

L. Knowles 
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British Committees, Commissions ^ and Councils of Trade and 
Plantations, 1622-1676. By Professor Charles M. Andrews. 
(Johns Hopkins University Studies, XXVI., 1-3.) (Balti- 
more : Johns Hopkins Press, 1908.) 

Those who attempt in future to learn something of English 
colonial and trade policy during the seventeenth century cannot 
be too grateful to Professor Andrews for his valuable monograph 
upon an obscure and hitherto neglected aspect of the subject. 
The story of colonial settlement and colonial government and 
customs, and the problems of colonial trade, are to some extent 
familiar. Novr, for the first time, we get full details of the various 
experiments undertaken by the authorities in England for the 
supervision and management of domestic, foreign and colonial 
trade, and for fhe general oversight of the colonics, whose develop- 
ment during the second half of the seventeenth century was so 
intimately connected with commerce. It becomes abundantly 
clear that the amount of machinery devised for purposes of inves- 
tigatiop and control was greater than has hitherto been assumed. 
The tangled relations of the various committees, sub-committees, 
councils and commissions, some temporary and some permanent, 
are simply bewildering, but the writer enables us to follow the 
difl'erent threads with comparative ease. Here, as in other 
respects, the evidence shows that the Council, whether called Privy 
Council, Council of State, or Protector's Council, realised its 
responsibilities. Either directly through its own Committees, or 
through bodies of experts, it endeavoured to cope with the new 
problems created by colonial settlement and colonial trade, while 
royal commissions were also instructed at times to investigate 
certain questions. The period of unparliamentary government is 
shown to be of some interest as marking the creation of the first 
Privy Council Committee of Trade which had any claim to per- 
manence, and to it all matters connected with trade were referred 
throughout the decade, while temporary bodies were appointed 
to deal with plantation affairs. The most important of the latter, 
the Commission for Foreign Plantations, called also the Laud 
Commission, sat for seven years (1634-41), but though possessed 
of extensive powers it accomplished little, and many questions 
were submitted to special sub-committees of experts. Is it not 
probable that the pressure of other matters prevented Laud (the 
chairman) , and other high State officials, from exercising powers as 
far-reaching as those actually wielded in the arbitrary courts? 
The war naturally diverted attention, and though, as early as 
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November 24th, 1643, a Parliamentary Commission of eighteen 
was authorised to control plantation affairs and to exercise wide- 
reaching powers, it, like its predecessor, accomplished little. We 
wonder, as he does not mention it, whether the writer has come 
across tho earlier ordinance of November 2nd, dealing with the 
points referred to in the commission quoted, and by which the Earl 
of Warwick was made “ governour in chiefe and Lord High 
Admiral of the plantations in America.” It was not until the close 
of the w^ar that trade or colonies could be seriously considered. 
Then, however, there was no delay, and Parliament at once handed 
over to the Council of State all authority to control foreign and 
domestic trade and plantation affairs. The Council found it expe- 
dient in 1650 to appoint a Council of Trade, upon whose history 
Proft^ssor Andrews throws much light. In an appendix, he prints 
those statesmanlike and comprehensive instructions which, as he 
says, give definiteness to the commercial and colonial programme of 
England. The instances mentioned of cases brought before this 
Council of Trade and its successor, the Trade and Navigation Com- 
mittee (1655-7), show them to have been more actively concerned 
with the vital trade questions of the time than with colonial 
matters. This was probably due to the activity of the Council 
of State, which directly and through Committees effected some- 
thing. Though little w^as accomplished notwithstanding the 
variety of machinery, and though there was no consistent plan, 
Professor Andrews clearly holds that the schemes and successes 
of the Kestoration period owed much to the experiments of the 
Juterrognum, and to the agitation of such hard-headed practical 
merchants as Noell and Povey, whose influence is marked from 
1655 onwards. As colonial trade became more important, 
remedies for existing defects in the conduct of colonial business 
were suggested by men with a direct stake in the development of 
that trade, and one of the most interesting parts of the book is the 
comparison of Povey’s practical suggestions with the instructions 
actually issued to Eestoration councils. Clarendon utilised the 
experience of merchants and planters, and the policy of control by 
separate and select councils for trade and for plantations was 
maintained until his fall. Then, for a short period, the Privy 
Council Committee for Trade and Plantations was considered 
adequate, but the plan of separate councils was soon revived, and 
much interesting information is forthcoming as to the Council of 
Trade (1668-1672), and the yet more important Council of Foreign 
Plantations (1670-2), and the Council of Trade and Plantations 
(1672-4). Professor Andrews proves that the former body was 
No, 71, — VOL. XVIII, 
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really intended to be effective, and was not merely a piece of 
political manoeuvring to prevent trade with France, as Roger North 
implies in an account which Professor Ashley is inclined to view 
with approval (p. 94). It did not touch trade with France, but 
for a time considered many matters connected with domestic and 
foreign trade. More activity was admittedly displayed by the 
Council of Foreign Plantations, to which elaborate instructions 
wore issued (App. II.), and it may have been on grounds of efiS- 
ciency as well as economy that, in 1672, a new Council was 
appointed to act as a Council of Trade and Foreign Plantations, 
with instructions drafted, in part, probably by Locke (App. III.). 
These Instructions j)resent a complete statement of the principles 
of plantation policy , and the heads of business done by the Councils 
of 1670 and 1672 (App. IV.) show that the members took 
things seriously, and dealt with many of the matters committed 
to their care. When the Cooncil was dissolved in 1674, control 
reverted to the Privy Council Commiltcu' which, from the Restora- 
tion onwards, had also exoicised supervision and control of 
colonial affairs. As is well known, these Lords of Trade acted 
as a board until tht.^ creation of a separate Board of Trade and 
Plantation in 1696. 

It may be suggested in passing that one possibility of confusion 
would bo avoided if the same title could be used uniformly. Thus 
the Council of I’rade of 1650 is referred to under the name Boaid 
of d’rade in App. I., and the Index to the entry books of the 
Council of 1670, described on p. 102, is quoted in Appendix IT. as a 
Journal, although the actual Journal is mentioned as missing. 

This brief and inadequate summary may convey some idea 
of the main outline of a valuable piece of research. Until 
recently the attention of historians has been directed almost 
exclusively to the religious, constitutional, and political aspects of 
the pc^riod. It is only as the result of scholarly spade-work, such 
as is now presented to us, that we can hofx; to reconstruct even- 
tually the economic history and policy of the seventeenth century. 
Towards that reconstruction Professor Andrews has contributed 
by showing how earnestly and continuously, during a period of 
domestic stress and change, the home government endeavoured to 
develop machinery adequate to deal with the new responsibilities 
created by colonial settlement and colonial trade. 

Ellen A. McArthub 
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Thdorie de VEvolution. By G. db Molinari. (Paris : F41ix 
Alcan, 1908. Crown 8vo. Pp. 257.) 

In this little brochure the editor of the Journal des Econo- 
mistes presents a summary review of historical development from 
primitive times to the present age. The standpoint from which 
the survey is conducted is “ orthodox,’ - and we are not surprised 
to find that competition is given from the very outset special, if 
not exclusive, prominence as the prime agent of beneficent im- 
provement, and that in the modern days in which we are now 
living, and in that approaching future to which M. do Molinari 
casts an apprehensive rather than a sanguine glance, monopoly 
and protection are set alongside? of war as the unkindly forces 
whose perverse but potent influence he contemplates with 
unconcealed misgiving. For, by a striking contrast, his optimism 
on the past is not maintained when he directs his gaze to other 
times. And yet that robust belief, so characteristic of French 
economists of the straitest sect, in the efficacy of unrestricted 
freedom in tht? economic sphere, does not sufiicc to palliate or hide 
some ugly incidents accompanying the progress wrought in 
previous ages. Hie justification of slavery as a habitual feature 
of early civilisation will be familiar to most historical students, 
but it may startle some, and it may not convince otluTs, to find 
the invention of gun|X)wder f)ut by the wTiter of this book on 
the same Uwid as the discovery of the steam-engine in its effect 
upon the evolution of mankind. M. de Molinari is led by the 
nature of his subject and the limits of his space to attempt an 
“economic interjiretation ’’ of history alone, and his treatment 
is ojien to further criticism because even within the restricting 
boundaries thus prescribed it produces some impression of dis- 
cursivem'ss and disproportion. For the objection may, we 
think, be .raised that too much space has be(?n devoted to 
primitive and early fK^riods, and that when we arrive at later 
modern times we find a number of chapters dealing somewhat 
disconnectedly with particular epochs, and with special features, 
rather than presenting in orderly chronological succession a 
systematic survey of the main course and typical forms of develop- 
ment. Yet the author contrives to supply from time to time 
illuminating hints, and he has invested his story throughout with 
the attractive qualities of lucidity and point. These, indeed, we 
expect from the practised pen of a veteran writer who on many 
previous occasions has enriched French economic literature with 
the work of an industrious and accomplished mind. 

L. L. Price 
H H 2 
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Economic History of the United States. By E. L. Bogart. 
(lx)ngmans. Pp. xiii -1-522.) 

Tftis is the most complete text-book of the subject which 
has as yet been issued, and will probably be widely read for some 
years to come. A certain absence of stimulus and suggestive 
interest seems to be inevitable in the modern educational manual, 
but all students owe a debt to the author for the care and impar- 
tiality with which he has sifted and arranged a considerable mass 
of material ; with his aid it will be much easier to ‘ ‘ get into ’ ' 
the subject than it has ever been before. 

Two chief defects in much that has beem written on modern 
economic history are over-emphasis of commercial policy, and 
excess of quantitative and technical detail. The former is 
avoided by Dr. Bogart, and his book gains thereby considerably 
in realism and force. In avoiding the other evil he has been less 
succ^essful ; too many of his sections read like translation of the 
decennial census into letterpress. There is, of course, plenty of 
room for dilTerent views as to the limits within which the study 
of ecionomic history should be made a vehicle for conveying facts 
analogous to those which an older geJieration received from the 
“ Child’s (luide to Knowledge.” Such information, however, as 
that ” Cottonseed oil . . . is us('.d in nuiking salad oils, oleomar- 
garine, lard, and soap” (p. 297), seems to go too far in the 
direction indicated. 

It must not be supf)Osed that Dr. Bogart lacks inteux'st in the 
broader problems which his subject suggests. The contrary is 
evident in almost every chapter. But he is at his best in simple 
narrative and descriptive passages. His analysis of cause and 
elTcct is patiemt ; his reading and sympathic's are (jvidently wide; 
but he seldom throws much new light, and he is, p(irhp;ps, a little 
unimaginative.' in regard to civilisations other than his own. The 
dominant note in his work is a sanguine contentment with the 
tendencies of the western world as they appear in the United 
States. His delight in the size of his country and in its colossal 
progress are ex})ressed with a naive frankness which cannot pos- 
sibly offend the reader. Ho is not blind to the darker side of the 
piciture, but one feels that his perception of the waste of natural 
products, of the cleavage between rich and poor, of labour and 
racial trouble, &c., is the concession of an optimist who retains 
a healthy confidence in the destiny of his race. 

The bulk of the book is divided into four parts. I. Colonial 
Development. II. Struggle for Commercial and Economic Inde- 
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pcndcncc (1763-1808). III. The Industrial Revolution and the 
Westward Movement (1806-1860). IV. Economic Integration 
and Industrial Organisation. In Part I. the relations with Eng- 
land are treated with the charity which distinguishes modern 
American work on the period. 

I’art II. would have been strengthened, in our opinion, by more 
elaborate discussion of the economic aspects of the political 
•system adopted by the new nation. Throughout the remainder 
of the book this side of the matter seems to be rather inadequately 
treated. But the lines within which the economic historian 
should work are at present drawn loosely, and it may be that 
many readers will congratulate the author on his comparative 
neglect of political momenta. 

I’art III. will be the most interesting jx)rtion of the book to 
many English readers. Especially noteworthy are chapters xi. 
and xii., which treat of the im|K)rtant manufacturing develop- 
ment prior to I860; chapters xiv. and xv., on transport; and 
cbapt('r xviii., on the ap]>lication of machinery to agriculture. 

l*art IV. as a whole seems to us overcrowded with quantita- 
tive! dcitail. The (diaptcrs on labour problems and organisation 
are clear and good ; Industrial Combinations ” are treated some- 
what inadequately; the few’ pages on “ Commercial Expansion 
are iilso slight. 

The book is designed for “high school as w^ell as college 
students," and is elaborately ‘‘methodical” in the sense in 
which the terra is used by educational experts. Each chapter 
concludes with a list of "suggestive topics and questions,” 
together with " selected references,” to which attention 
is sometimes directed by one or more stars. The whole 
is well indexed, and concludes with a full bibliography; it 
is ‘‘profusely illustrated ” with maps, pictures, and diagrams. 
A high school or utiiversity teacher is thus provided with a kind 
of Bacdokc-r to advanced teaching in the, subji'ct, which will 
enable him to ground his students thoroughly with a minimum 
of f)ersonal Cixertion. This part of the work seems to have been 
done excellently, though, at the risk t)f appearing hypercritical, 
we woidd suggest that the utility of th(; bibliography is not 
jwrccptibly incrciascd by the inclusion of Professor Marshall’s 
‘‘Principles of Economics,” whilst if Thorold Rogers’s ‘‘Six 
Centuries of Work and Wages ” and " The Economic Interpreta- 
tion of History” are included, it is not immediately obvious 
whf his ‘‘ History of Agriculture and Prices ” should be omitted. 
Most of the illustrations help to make the te?:t intelligible, bqt 
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this is not the case with all ; the pictures of a “ corn shocker 
(p. 292), a “corn busker and shredder'’ (p. 295), a “basting 
machine” (p. 364), and others convey practically nothing to 
readers who have not seen the actual machines. On the other 
hand, the picture of a “combined harvester and thrasher” (p. 
287) condenses in half a page all and more than could be written 
in a chapter. Wheat fields stretch to the horizon, and across 
them twenty-four horses drag a bulk of complex machinery which 
dwarfs the figures of the men who guide it. 

H. 0. Meredith 


L* Industrie Americaine. By Achille Viallate. (Paris : Alcan. 
Pp. 492. 10 frs.) 

M. Viallate has written a lucid and w^ell-informed summary 
of industrial tendencies in the United States. The book is based 
largely on works which are familiar already to English students, 
but the general reader will be well advised to borrow from France 
this excellent condensation. The author has spent some time in 
the United States, and can check and illustrate his authorities by 
personal knowledge and observation. 

H. 0. Meredith 

Essays in Municipal Administration. By J. A. Fairlie. (New 
York : The Macmillan Company, 1908. Pp. 374.) 

The value of Prof. Fairlie’s work and writings on the 
subject of administration in general, and municipal administration 
in particular, is so well known that a perusal of the present 
volume is likely to leave the reader with a sense of disapjx)intment. 
It consists of a collection of nineteen essays, written at intervals 
during the last ten years, and of very different degrees of value. 
Some arc of a purely general character, such as the opening paper 
on “ Some Phases of Municipal Government ” and the brief essay 
on “Instruction in Municipal Government”; others are 
elaborately detailed accounts of special problems in particular 
American cities, such as the lengthy paper on “ The Street 
Bail way Question in Chicago,” which does not appear to have 
reached a solution at the time the paper was prepared for publica- 
tion in the present volume, and the shorter article on “ Municipal 
Electric Lighting in Detroit.” ^ 

A group of essays are stated to present “some observaixons 
on municipal government in Europe made during a visit in the 
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year 1906 ” ; and a considerable part of the matter contained in 
them might have been omitted with advantage. A little over a 
page is devoted to Leipzig, and contains nothing beyond such 
brief notes as to municipal services as one might expect from an 
ordinarily intelligent tourist with a mild interest in municipal 
affairs, combined with a few guide-book sentences; Eome is 
dismissed in three pages, which tell us among other things that, 
“ in its architectural monuments and its collections of paintings 
and sculpture, Eome is one of the greatest centres of the world. 
All of these collections, which attract the attention of the visitors, 
are also open to the inhabitants of Eome on payment of the 
usual fees.” Florence and Venice cjich get two pages; of 
Florence we learn that ” in many respects it is an attractive 
city,” and of Venice that ” gondolas take the place of cabs ” ; and 
Naples and Biida-Pest receive about the same amount of 
“scrappy” information, which serves no useful purpose. The 
London Traffic Problem is discussed briefly (apparently without 
reference to the Eeport of the Eoyal Commission), the Glasgow 
tramways and telephones are dealt with in three pages and a half, 
and recent Birmingham enterprises are described to the extent of 
four pages. A useful account is given of the municipal govern- 
ment in Vienna ; but this does not redeem from mediocrity the 
particular section of the book which contains these ISuropean 
notes (pp. 287-319). 

It is the more unfortunate that Prof. Fairlie’s present volume 
should be handicapped in this way, since some of the essays 
which it contains are of real value. The account of the origin 
and organisation of municipal corporations in the American 
Colonies— they grew up in that group of Colonies in which the 
influence of the home Government was strongest, and their 
formation was entirely within the period from 1686 to 1746 — is 
an extremely instructive contribution to the history of municipal 
institutions, and though its interest is almost purely historical 
it is probably the best thing in the volume. The article on 
“ Municipal Codes in the Middle West ” (pp. iTO -124) illustrates 
at once the movement towards a coherent and intelligible organisa- 
tion of municipal government on lines which are coming to com- 
mend themselves to reformers generally, and the extent of those 
divergencies between State and State which make it impossible 
to describe any particular form of city government (save in the 
merest outline) as being ‘"typical” of the United States. The 
Idng essay, by Professors Fairlie and Merriam, on the Ee venue 
Systems of certain typical American and Foreign Cities (the 
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latter are London, Paris, Berlin, Vienna, and Glasgow), contains 
much information of interest as to the forms of local taxation ; 
but it is doubtful if it yields any results of practical value. The 
differences in municipal organisation, in the range of public 
services, in the conditions and habits of city life, and even in the 
purchasing power of money, are so great that comparisons of 
per capita revenue and expenditure have little, if any, meaning; 
and the local revenue system is in each case so related to the 
methods of State taxation in vogue as to render, as a rule, any 
transference of a form of municipal taxation which has been 
successful in one country to any other practically impossible. 
The statement (on p. 213) that in European cities most of the 
direct taxes levied by the local authorities are in the form of 
additions to the State taxes, and that “ the taxes for the central 
governments arc the larger portion of the whole, although the 
local taxes are also of weight,” is not quite intelligible ; certainly 
as regards the large Prussian towns the latter part of the state- 
ment is somewhat inaccurate, for there the local income-tax alone 
is normally anything from 160 to 200 ]:)er cent, additional to the 
State income-tax. 

The essays which deal with purely American conditions may 
be commended to those students who wish to realise the confusion 
of American civic institutions, the strivings after reform and the 
obstacles in the way. Probably such students will soon become 
convinced that, save in technical matters of administration, each 
country must work out its own salvation on its own lines ; it can 
derive very little from others. Though we prefer l^rof. Fairlio’s 
more systematic writings, it is possible to learn from this volume 
something of the lines on which a trained observer, striving after 
a rigid impartiality, expects a sound system of municipal govern- 
ment for the United States to be built up, and it is noteworthy 
that he is not, as so many civic reformers in the United States, 
an uncompromising advocate of municipal ownership. But is it 
quite certain that (p. 15) , since in every city there are ‘ ‘ sectional 
divisions with tolerably distinct municipal interests and some 
elements of common social life,” such divisions ‘‘ought to be 
recognised and emphasised in the political system ”? The one 
object of all who care for sound municipal government should 
surely be to diminish the force of sectional interests, and to 
replace them by the sentiment of a common citizenship. 

Pebcx Ashley 
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Johann Friedrich von Thunen und seine Nationaldkonomischcn 
Hauptlehren. By Dr. Max Bucher. (Bern, 1907.) 

Von Thunen’s work, like that of other pioneers in economic 
theory, can be appreciated only with difficulty at the present 
day, when so many of the ideas which he struggled to grasp and 
explain are now to be found in every text-book explained with 
greater clearness than he could attain. This book is much to 
be commended as an exposition of the substance of von Thunen’s 
writings, and should enable the modern student to acquire a very 
good idea of his work and of his position amongst the great 
pioneers. 

An agricultural Bicardo, one might call von Thunen. It is 
impossible to doubt that he had quite independently grasped the 
theory of rent, though his exposition is obscured rather than 
helped by the elaborate and detailed calculations of the (*ost of 
producing and transporting the various commodities which would 
be grown at different distances from the central market town 
of his isolated state. Von Thiiiien fixes his attention on differ- 
ences in cost of transport to the market as the fundamental con- 
dition determining rents, but he is more interested in the effect 
which differences of cost of transport have Tipon the distribution 
of agricultural industries. Ricardo fixes his attention on dif- 
ferences in the fertility of various soils, and it is the question of 
rent which interests him. The different circumstances of Ger- 
many and England at that time account for the attitudes of the 
two men. When we come to the question of wages, we must 
assign a higher place to von Thunen than to Ricardo. The 
former has the merit of having grasped the idea that the efficiency 
of labour must be a factor in determining wages. His formula, 
doubtless, is too simple for the complexities of the case ; the 
theory of value was not sufficiently developed to admit of any 
very comprehensive treatment of the problem. Rtill, von 
Thunen’s formula was a great advance on the simple subsistence 
theory of wages which was current at the time, and it led von 
Thunen to adopt a very sane view of the prospects of the working 
classes. He looked forward to a gradual increase of efficiency of 
the working classes through improved education, especially 
technical education. Increased efficiency and intelligence of 
labour, he argued, would operate to the advantage of the working 
classes in two ways : directly, in accordance with his formula, 
and also by allowing greater competition for posts requiring some 
education and intelligence, and sq reducing the salaries of hnn\^ 
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riess managers and officials* He did not seem to expect the state 
to play any great part in effecting this amelioration of conditions 
for the masses, but looked to the enlightened self-interest of 
parents and employers. His attitude is thus far removed from 
that of the Marxian Socialists, and perhaps errs on the side of 
optimism. In discussing interest, von Thiinen seems to pay 
attention only to the rate per cent., and to ignore the fact that 
nearly all the capital may be owned by comparatively few 
people. 

Those parts of von Thiinen’s theory which are open to the 
most serious criticism are his discussions of taxation and of Pro- 
tection. He holds a very alarming view of the effect of a tax 
on agricultural production. Theoretically, in the isolated state 
and practically elsewhere, he holds that a tax proportionate to 
the amount of produce must drive the more distant “ no-rent 
land out of cultivation and leave the displaced people to starve, 
since the tax cannot come out of rents ; and to explain the in- 
cidence by supposing the price of the product to be raised, con- 
flicts, he supposes, with his wages formula. 

The present writer cannot quite agree with Dr. Bucher's 
comments on this point. Dr. Bucher agrees with von Thiinen 
that the dire results are theoretically correct for the isolated 
state, because it is supposed to be in an unreal “ stationary " 
condition. Should we not rather say that von Thiinen ’s formula 
is inadequate to all the tasks imposed on it, and that his theory 
is at fault? The only important difference between the (^JTect of 
a tax in the isolated state and the effect of a similar tax under 
ordinary circumstances is that in the former the effect is supposed 
to work itself out uninfluenced by any other change of circum- 
stances, whilst in the ordinary actual life time is required, and 
other circumstances may alter and produce effects which obscure 
the results of the taxation, as von Thiinen clearly perceives. 

In dealing with Protection, von Thiinen is not very satisfy- 
ing. He perceives the advantage of having goods produced where 
conditions are most favourable, but he has not got so powerful 
a grasp of this part of the subject as Kicardo. In considering 
what would happen to a country which abandoned Protection 
and admitted foreign agricultural produce from a country better 
suited for agriculture, he seems to regard the displaced agricul- 
turists as having no option but to starve or to emigrate to the 
more favoured region. His position is thus fairly described by 
Dr. Biichcr as that of a Free Trader from the cosmopolitan stand- 
point, but from the national standpoint an opportunist. The fact 
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of any necessary connection between imports and exports and the 
possibility of fluctuation of the level of prices do not Seem to enter 
into von Thiinen’s consideration. On the whole, one may say 
that von Thiinen had a clear conception of the doctrine of 
“ margins ” as applied to prices, rents, and even wages, but he 
was not able to work out the conception to its fidlest results. 

C. F. Bickerdike 


Dan Wirtschaftsjahr , 1905. Jahresbcrichte uber denWirtnclmfls- 
und Arbeitsmarkt. By Kich.^rd Calwer. Zweitor Toil : 
Jahrbuch der Wcltwirtschaft. (Jena : Gustav Fischer, 
1907.) 

This statistical annual has apparently now reached its fifth 
year of publication ; it is in effect an abstract of the abstracts, and 
the long list of authorities given at the beginning shows how taiuch 
trouble goes to its compilation. For those who know the meaning 
of particular groups of statistics and wish to lay tlicir hands on 
the special amounts for 1904 and 1905 the Year-book is of value ; 
but we doubt whether an uncritical combination of hiitorogeneous 
numbers can be safely u.sed by the non-expert. It is very notice- 
able that the statistics arc produced by the various nations on no 
uniform plan, and that only in the simplest cases (such as the 
production of cereals and raw materials) can a definite comparison 
be made. The earlier part, concerned with production, is mainly 
confined to such raw materials, and we cannot find, for example, 
any reproduction of such well-known tables as give the consump- 
tion or production of pig-iron ; this may arise from th(> restriction 
of the tables to subjects contained in official (national) publica- 
tions. In the tables relating to foreign trade we arc reminded 
of our own Statistical Abstract for the Principal and other Foreign 
Countries, which indeed contains the great part of the information 
given in this Year-book. Some further definition is wanted in the 
heading of siweral tables. Do the Export Tables relate to General 
or Special Trade ? Does the table of shipping refer to the tonnage 
owned by the various nations or entered or cleared at their ports? 
The distinguishing excellence of the book is its clearness of type 
and portability. To those accustomed to the cheapness of Govern- 
ment publications, its cost (9 marks) appears considerable. 
Further, we are not yet given the statistics for 1906. 

A. L. BowiiEV 
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On Collective Phenomena and the Scientific Value of Statistical 
Data. By Ernst G. F. Gbyzanovski. With an Introduc- 
tion by Frederic Tbickerman. (American Economic Asso- 
ciation, August, 1906.) 

It is but rarely that attention is given to the fundamental 
functions of statistics, and the ref)ublication of this thesis in 
accessible form is therefore to bo welcomed. The place of statistics 
is strictly limited by the author ; where knowledge can bo perfect 
and causation certain it is only an auxiliary ; where probability 
is involved, statistics finds its proper place ; with complete uncer- 
tainty of causation statistics is a trespasser. Under the heading 
“ Eegistration,” the nature of averages is discussed, and the 
necessity of a measure of dispersion pointed out; under “Intor- 
factation,” causality is analysed. There arc five grades of causal 
conm'ctiou, from the Necessarily Connected to the Totally Un- 
connected ; the intermediate grades, Uresuinable Conruiction, 
Indirect Connection, and Apparent Independence, form the sphere 
of statistics. Those divisions cut across the ordinary classification 
of sciences into i>hysjcal, biological, and ethical, and exclude on 
tho one extrenio probabilities in physics calculated from theoretical 
laws, and on tho other historical records; and the resulting 
analysis cuts out a good deal which has formed the subject-matter 
of statistics. “ Chance ... is philosophically the reverse of acci- 
dent,” for the former is calculable, the latter not ; tho author, 
if we understand him rightly, wishes to limit statistics to cases 
whore chances arc calculable. But tho statistical methods of 
criticising, establishing, and obtaining the significance of histori- 
cal records are only remotely related to calculations of chance, and 
we do not find that this very important function of statistical 
science fits into any of the categories proposed. The pamphlet 
concludes with a discussion of the relation between freewill and 
the apparent inevitability of statistical coefficients ; individuals 
can act on some of the many causes which produce the general 
result; when their action is not at random, but correlated, there 
is a definite and cumulative effect, which is shown by the gradual 
change of the coefficient. The fall in the birth-rate, observable 
since the author’s death in 1888, forms a good illustration of this 
last analysis. 


A. L. Bowlby 
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Henri de Saint-Simon, die Personlichkeit und ihr Werk, By 

Friedrich Muckle (Doktor der Philosophic). (Jena : 

Gustav Fischer, 1908. Pp. vi + 384.) 

“ You must be an enthusiast if you are to accomplish great 
things.” That was the last dictum of St. Simon on his death- 
bed, and Dr. Muckle, at any rate, has proved its truth. His 
enthusiasm for his hero has helped him to produce a good book. 
It is not a biography ; it is an account of a system. It is divided 
into two ])arts ; the first gives a very full account of St. Simon’s 
works together with sufficient biographical detail to make the 
author’s narrative clear, and the second deals with St. Simon’s 
influence. 

Schmoller has called St. Simon a clever adventurer, who 
(certainly had some new ideas, but who also wrote much that was 
wild and extravagant. Nor does Schmoller stand alone in this 
view. But to Ur. Muckle St. Simon is a hero. Yet despite his 
zeal he does not pass over St. Simon’s conceit and foolishness ; 
and he admits that ho was sometimes paradoxical and often 
contradictory. But his excuse is that St. Simon must not be 
judged by the ordinary conventional standards. For he regards 
him as the most influential thinker of the nineteenth century, 
whose greatness is proved by the fact that two such difl’ering 
schools of thought as those of Comte and Marx should both have 
drawn their inspiration from his teaching. 

Nevtu'tholoss Dr. Muckle is worth reading. He has made 
himself thoroughly familiar with St. Simon’s writings, and knows, 
too, the conditions amid which his hero lived — as witness one or 
two excellent sketches of the economic conditions in France at 
the bc^ginning of the nineteenth century. Indeed, the book is full 
of information from cover to cover. The author gives a detailed 
account of St. Simon’s view of history, which in its highest 
sense he n^garded as the history of human thought and human 
knowledge ; how political and military history he looked upon but 
as of secondary importance ; and how he divided universal history 
into eleven epochs, each characterised by certain well-defined 
features. On this view of history St. Simon built up his social 
system, which had as its aim to make possible for all men the 
unfettered development of their powers. In order to achieve this 
aim he propounded a scheme of government modelled on the 
English parliamentary system. Every nation was to have a 
parliament of this kind, and over all these there should be a 
European parliament. 
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Yet Dr. Muckle will not have St. Simon classed among th(' 
Utopian Socialists. He believes his teaching to have been 
eminently practical. St. Simon saw the struggle between the old 
Peudalisrn and the now Capitalism (embodied in industrial under- 
takings), and believing that the latter represented an upward 
stage in historical development, he became its prophet and its 
champion. “Tout par Tindustrie, tout pour elle.” And by 
industry he meant all manner of useful labour. He demanded 
that i>olitical power should be given to the representatives of 
industry and of natural science, which he always regarded as 
bound up with industry and its advancement. This, according to 
Dr. Muckle, was the ideal of St. Simon’s social philosophy, and 
this, as well as his claim that the State should recognise the 
principle of the right to work for those who could work, and the 
right for State aid for those who could not, brought St. Simon 
very near to Socialism. 

But was he a Socialist? We cannot help thinking that Dr. 
Muckle docs not give a clear answer to the question. He does 
indeed say at one point that St. Simon wm not a Socialist. But 
ho immediately qualifies his statement by assv?rting that there are 
very many Socialistic tones in St. Simon’s wTitings, faint as yet, 
but pcrce])tible ; and twenty pages low^er Dr. Muckle calls him 
the first Christian Socialist. Moreover, he disputes the generally 
accepted doctrine that Marx and Engels were the originators of 
the materialistic view of history. Dr. Muckle asserts that it w^as 
St. Simon who first gav(' distinct expression to that notion ; Marx 
only developed it and gave it greater precision. Altogether the 
section dealing with the relationship of Karl Marx to St. Simon 
shows great learning and a thorough knowdedge of the subject, 
and is as interesting as that which bears on the relation of Comte 
to St. Simoji. 

All this, however, has been considered more or less fully by 
other wu’itcrs also. What is new in Dr. Muckle ’s book is the 
thesis that Thomas Carlyle, while owing much to Goethe and 
Fichte, is wholly dependent on St. Simon for that teaching w^hich 
best characterises him. Indeed, Dr. Muckle lays it down that 
Carlyle was but a brilliant jx)pulariser of St. Simon, and, moreover, 
an unconscious one. But we must confess that Dr. Muckle hardly 
makes out a conclusive case for his thesis. Even if Carlyle did 
write, ‘'These f>eople (the St. Simonists) have some wonderful 
ideas which contain a good deal of truth ; or even if in Sartor 
Resartm he quoted a saying of St. Simon ; or even if Mrs. Carlyle 
wrote in a letter, “ The most interesting acquaintances we made 
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were the St. Simonists ’’—all this, to which Dr. Muckle apjiears 
to attach no little importance, may show that Carlyle was not 
opposed to the teaching of St. Simon, but it does not give effective 
support to Dr. Muckle’s thesis. Yet this part of his book is 
worthy of spt^cial attention. He points out some interesting 
parallels from the writings of Carlyle and St. Simon. It would 
so(;m that their views on the French Revolution, on mediaeval 
ideals, on the future of the working classes, on parliament, and 
on the franchise, show a remarkable similarity, which Dr. Muckle 
is at great pains to show by extracts from their works. The 
author's enthusiasm for his hero here rises to a very high pitch. 

It is a pity that the book ha.s no index. Dealing as it does 
with so many interesting topics, and giving pretty full information 
on most of them, the book would have beem much more valuable 
with an index, more especially as the table of contents does not 
by any means do justice to all that it contains. 

M. Epstein. 

Hysitem dvr VerhchrffpolitAk. By Joseph CrRUNZEL. (Leipzig : 

Duncker und Humblot, 1908. Pp. vi 4-407.) 

J)r. Joseph Crunzel, with his usual thoroughness, has 
written a very useful book dealing with transport, and the means 
of tranK|X)rt. He touches upon all means of exchange and all 
agencies which facilitate exchange — roads, railways, shipping, 
post, banks and banking— and concludes with a good chapter on 
insurance in so far as it affects transportable goods. The book 
is descriptive right through ; the author is somewhat disdainful of 
theoretic speculation. It is very full and up to date, and above all 
things readable. Dr. Grunzcl is able to make even the history 
of roads interesting. Nor docs anything escape him. The con- 
struction of railway-stations, the lighting of railway carriages, 
navigation laws and navigation policy, the building of harbours, 
the pros and cons of State ownership of railways, the difference 
between English and German banks, all receive, attention. Indeed, 
it is not too much to say that the book is of the nature of an 
encyclopaedia. It is well ordered ; the author’s method is to deal 
first with the general asfiect of each subject and then to give 
information concerning the existing conditions with regard to it 
in the chief countries of the world. It is essentially a book for 
those who wish for information ; it is thorough and practical. 
There is a good index, and each section is followed by a useful 
bibliography. 

M. Epstein. 
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Soziale und individmlistische Auffassung im 18 Jahrhundert, 

vornehmlich bei Adavi Smith und Adam Ferguson. By 

Hermann Huth, (Leipzig : Duncker und Hurnblot, 1907. 

Pp. XV + 160.) 

James Mill und die historische Metlwde. By Dr. Karl Muller* 

Wernberu. (Bern : J. Zollinger, 1908. Pp. 87.) 

Dr. Huth’s treatise is the 125th volume of Prof. Schmoller’s 
“ Staap und sozialwisscnschaftliche Forschungen.” His objecL 
is to discover the exact meaning of the term Society in the^ 
writings of Adam Smith and Adam Ferguson. He begins by 
tracing the trend of of>inion in the seventeenth and eighteenth 
centuries with regard to the term Society, and he refers to over 
seventy authors of the period in all tongues of the learned. His 
book is a minci of information, giving seventeenth and eighteenth 
century views on th(^ meaning of society, on the different forms 
of organised society and on the ndationship of the individual to 
the community. To give but one example. If we turn to the 
section dealing with the idea of organised society we find tlic 
views of Bodin, Hobbes, Locke, Montesquieu, Shaftesbury, 
Jtousseau, Quesnay, and Smith. The book ought to be useful, 
but, like most books of the kind, it makes somewhat difficult 
rc*tiding. It might be said that the author’s aim was to lay bare 
the historical develofuncnt of the principle of laissez faire as found 
in Smith ; to show how it grew up in the seventeenth century and 
developc^d in the eighteenth. 

Much more simple in its aim is Dr. Miiller-Wernberg’s essay. 
He tri(‘s to answer three questions. Did James Mill adopt the 
liistorical method in his History of British India? If he did, why 
did he not use it in his writings on Political Economy? Further, 
to what extent do tlie views on Political Economy tp which Mill 
gave expression in his History accord with those to be found in 
Ills purely economics works? And why does he ask these 
questions? His reason is simple. Adam Smith’s method w^as 
historical as wxdl as philosophical, inductive and deductive. But 
his discifyles discarded the inductive method. Now, the most 
imfKU'tant of these, according to Dr. Muller-Wernberg, were 
Bentham, llicardo, and James Mill. That Bentham and Kicardo 
should have proved faithless to the historical method olir author 
can understand. The one had got used to the deductive method 
alone in his legal studies, and so used it in his economic studies 
also; the other had no knowledge of history, and perhaps lacked 
the historic sense. But James Mill? He was apparently a 
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professed historian. How account for his avoidance of the historic 
method in his purely economic writings? We should not be 
surprised to learn that this is a doctoral dissertation. Certainly, 
the questions which the writer set out to answer are not of the 
greatest importance, but he has done his work neatly enough. 
His conclusion is that it is a mistake to regard James Mill as an 
historian ; that in reality he was perfectly consistent in not 
adopting the historic method in his economic works. Moreover, 
the economic opinions in the History agree with those in his 
writings on purely economic questions. 

M. Epstein. 


The Distribution of Livelihood. By Ec)SSIN(;ton Stanton. 

(New York and London, 1908. Pp. 125.) 

Ttib author attempts to lay down rules to govern the just 
disposition of livelihood under modern conditions ; and jx^rhaps 
somewhat unwdsoly chooses to base his principles of production 
on a primitive condition of industry that has passed away. His 
“ principles of production,” indeed — ” necessity,” ” accumulation 
for seed,” dm. — would make a very interesting introduction to 
“economics for aborigines ” if only one had not heard the same 
thing said, and better said, so often before. Primarily labour is 
applied to the gathering and producing of the fruits of the soil, 
but with a growth in the efficiency of labour, which as a rule 
finds vent in a more extended division of labour, a further class of 
workers is confined to wxirking up the raw materials in some form 
or other. This is “landless” as distinguished from “landed” 
production. There is a third class of labour “ w^hich receives its 
valuation without regard either to land or labour, but solely under 
its constitutional competitive operation.” Corn^sfionding to these 
three classes of labour arc three types of value— Land, Landless, 
and Simple Value. The difference betwmen this last value and 
that conferred by the comparative influence of land is interest, 
that between this comparative valuation and the direct value 
conferred by land is rent. All interest— -except wages of risk 
and the reward of management — is to be eliminated by restricting 
the hours of labour. For the author is apparently sublimely 
ignorant of the nature of interest as deferred payment for stored- 
up labour, and equally so of the fact that capital would not be 
forthcoming except for a fair return. Kent is to be taxed out 
of existence, on grounds w^hich might possibly have been valid in 
the days of Methuselah ; but he altogether ignores the very 
No. 71.— VOL. XVIII. I I 
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complex conditions of modern land tenure. He does indeed deal 
with some few objections in a later chapter, but these are by no 
moans the most vital ones, nor is his treatment convincing. 

Of the book as a whole, one may say that it might have been 
interesting as an illustration of that sort of solution of modern 
problems which can be reached without a study of facts, if only the 
author’s language and reasoning were a little less obscure. Too 
often, indeed, it is hard to understand what he really means; 
but some of his sentences might be useful as puzzles. As a 
producer of books, the author contrives to get along without much 
“ raw material,” that is to say, facts; and indeed of some im- 
portant principles which he sketches in an appendix, he lays it 
down that “ to ascertain their accuracy would require a very con- 
siderable and complex analysis that I am unable to attempt at this 
time ” ; but he is content to express confidence that investigation 
will verify their correctness. One can scarcely conceive a more 
deplorable attitude. For the study of social problems has reached 
so advanced a stage that the least which can be asked of an 
author is that he shall base his system on a study of actual 
facts, Mr. Stanton is very severe on Adam Smith for assuming 
the principles of production. If, indeed, the latter did this, which 
is doubtful, at least he based his conclusions on a number of 
recognised facts and human qualities, while his critic rests only 
on his own opinion of what is right, and not of what is. His 
assumptions may, of course, be based on a wider study than is 
apparent in the book itself; but, if so, it does not appear from 
the course of the narrative, and if he has got any facts to show, 
Mr. Stanton has kept them out of sight. One cannot think, 
therefore, the book will possess any great value. For the casual 
reader it is too heavy and obscure ; for the sociologist it fails to 
show any basis of facts. 

N. B. Deaele 


Value and Distribution, A Critical and Constructive Study. By 
Herbert Joseph Devenport, Associate Professor of Political 
Economy at the University of Chicago. (Chicago, 1908. 
8vo. Pp. xii-l-582.) 

The issue of this monumental work is a reminder that the 
theory of value, by reason of the voluminous treatment it receives, 
will from time to time require such a “ critical and constructive ” 
treatment as the author sets put to provide. So far, good : for 
what the author proposes is likely to be not less useful than it is 
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difficult to carry out with success. The continual appearance 
of new doctrines makes it necessary from time to time to ‘ ‘ report 
progress/' in order to unearth the elements of truth in each of 
them. A new theory of the author’s own is not indispensable, is 
perhaps better left out ; but the great thing is to describe in 
concise and simple language the meaning and limitations of the 
most important, leaving the reader to draw his own conclusions. 
Such an operation as applied to the question of value and distribu- 
tion should be able to clear away much of the undergrowth that 
springs up so as to reveal the central conceptions with due clear- 
ness. 

Unfortunately the work before us is an example, an altogether 
admirable example, of how not to do it. For one thing it is 
far too long, covering as it does with the assistance of appro- 
priately extensive notes, 577 pages of not very big print. For 
to be of any use such a book must be such as to enable the student 
to grasp quickly and easily the whole history and relationships 
of the subject. Then again' the language is far too involved, and 
the author falls into an error, not altogether uncommon with 
American economists, of producing a number of distinctions, sadly 
ill-equipped with differences. For instance, Chapter I. (pages 
1 “ 7 ), on “Various Cost Concepts,” contains quite a number: 
“Labour-Purchase Cost,” “Labour-Time Cost/' “Labour-Pain 
Cost,” and “Labour-Value Cost,” and there is a fifth admitted 
to be not very distinguishable from this last. So far there is 
comparatively little to complain of; but taking up “employer 
cost,” as opposed to “ employe cost,” the author gives us “capital 
use cost,” “abstinence cost,” “loan interest displacement, or 
investment opportunity, cost,” “capital product opportunity 
cost,” “personal-wage displacement,” and “ personal -product- 
displacempnt (opportunity) cost,” and finally “ subsistence cost” 
falling into two, “ standard of living wage cost ” and “ minimum 
of existence w^age cost. ’ ’ Brought incidentally into a general treat- 
ment of the cost conceptions of value, these distinctions might 
serve a useful pur{3ose as illustrations, but in a chapter preliminary 
to the discussion of the treatment of the subject by various writers 
they only breed confusion. 

Again, there are two ways in which such a critical and con- 
structive work can be advantageously arranged. The author 
may treat it as a development of the various theories of value and 
distribution without reference to persons, and, taking each chief 
theory in turn, show its rise and decline, and its connection with 
what goes before and what follows, and how it has led to the 

I y 
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new theory that displaccB or modifies it. This is the method most 
usually adopted. The other consists in the selection of a few 
chief economists to illustrate each generation and school of 
thought with perhaps a chapter or two on minor writers, and then 
to show one by one how’ ideas develop in their hands, and this 
has been done wdth great success in other fields. For the econo- 
mists in this case one might suggest Adam Smith, Eicardo, 
J. S. Mill, Jovons, the Austrian Economists, and Professor 
Marshall. Mr. Devenport manages to combine the disadvantages 
of both systems ; for he spends far too much time in minute 
criticisms on individual economists, and gives no connected treat- 
ment on personal lines. Considering how wide a range his subject 
gives him, he would perhaps have been better advised to omit a 
treatment of individual economists, and confine himself to the 
first method. For at the present stage in political economy, w^o 
require something that shall be critical and selective rather than 
creative. 

But this portentous work apparently tri('s to take*, in every- 
thing, and covers many times the space needed for that treatment 
of the question that is most required. It reminds us that the 
words of King Solomon may have as good an application to the 
individual book as to the total number of them. For “ Of the 
making of many books there is tio end’* is surely as applicable 
to those WTiters who crowai a huge mass of matter in a single 
volume that few could read, as to the many who contributes each 
his small but probably useful quota to a large total number. 

N. B. Dearle 


Special Commiitee on Unskilled Labour: Report and Minutes 0 } 
Evidence. (Charity Organisation Society, June, 1908. 
Price Is.) 

Possibly the', most valuable result of recent experiments in the 
systematic relief of the unemployed has been the impetus given 
to the scientific study of the various aspects of the problem. The 
special Committee on Unskilled Labour appointed by the Charity 
Organisation Society was the outcome of a similar committee 
which inquired into the methods of unemployed relief in London^ 
in the winter of 1903-4, and which reported that permanent im- 
provement must be looked for in a “better organisation of 
industry bringing about a diminished casuality of work, and a 
better organisation of the worker to meet such fluctuations as are 
inevitable,” Later experience has only confirmed this view of 
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the importance of casual labour as a cause of distress from un- 
employment in London, and the hopelessness of attempting to 
deal with it by means of temjx)rary relief works. 

The search for a real solution is therefore of the first import- 
ance, and the work of this Committee is a step in the right direc- 
tion. Mr. Hamilton’s “ Introduction,” however, is at once some- 
thing less and something more than the report of a Committee of 
Inquiry. On the one hand the committee, comf)os(Mi partly of 
members of the Society, and partly of employers and others more 
or less expert in the subject, w(‘rc unable to agree upon a detailed 
report. They therefore decided to lay before the public. lh(*ir s(Hm3- 
tary’s statement, and confined themsfdves to a few generalisations’ 
w^hich are, indeed, in some respects an advance upon the common 
generalisations, whether of the public or of theorists, but which 
arc only put forward as an outline to be filled in by further inquiry 
and experience. 

On the other hand, Mr. Hamilton’s statement embodies 
the result of researches of his own bc^yond the evidence of the 
witnesses, and also discussions of the economic bearing of the 
material tluis colh^cted, which make it to a large extent an original 
treatise. The evidence given before th(‘ Cornmitt(‘(\ as is natural 
in a subject of such scope and complexity, is valuable mainly as 
describing examples of the organisation of unskilh'd labour, or of 
the want of organisation, with the personal opinions of men of 
practical experience as to the (wils of the j>rc‘sent vstate of things, 
and ihe possibility of improvement. Mr. Hamilton lias siijiple- 
mented it by material drawn from the records of Distress (com- 
mittees and Emigration Agencies, the Census, the Ikiard of Trade 
returns of the fluctuations of employment at the docks, investiga- 
tions at provincial and foreign shipping centres, and other sources. 

The report begins by a general discussion of the economics of 
casual labour. Being primarily the result of inevitable fluctuations 
of industry it offers immediate advantages both to (employers and 
to employed. The former gains in the elasticity of his wages bill ; 
the latter gains in mobility. Unfortunately casual employment 
destroys the very qualities required for the realisation of this 
mobility, while it fosters thriftlessness and indolence. The result 
is that the labour is maintained partly by high wages where em- 
ployed, and partly by outside agencies, public or charitable. Hence 
the process amounts to a ” transference of the responsibility for 
finding sufiScient employment from the stronger to the weaker,” 
with results which have to be paid for indirectly by both parties, 
and by the community. Nor do its evils tend to be corrected by 
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the law of supply and demand. For not only is the supply con- 
tinually recruited by degenerates from other occupations, but the 
chances of employment attract a speculative supply in excess of 
th(^ maximum demand. 

To break this vicious circle by the decasualisation of industry 
would, Mr. Hamilton ix)ints out, leave society faced with the 
temporary problem of the speculative surplus which would be 
rendered wholly unemployed, and the permanent problem of the 
degenerates rendered economically useless. Mr. Hamilton en- 
deavours to determine the relative magnitude of these problems 
from the past history of applicants to Distress Committees. His 
result is inconclusive, but the evidence brings out the one possible 
function of tcmix)rary relief work, viz. , to prevent the degeneration 
of regular work('.rs through temporary depression. 

As an introduction to practical methods of decasualisation the 
report describes in valuable detail the existing conditions of water- 
side, building, and cartage traders. In spite of wdde differences a 
few common features emerge. In ca(di the labour market con- 
sists of so many independent centres of employment — the dock- 
gates, the separate w'harves — the f(>rc‘inan either stationary or 
moving from job to job over London. Each centre has its clienUle 
-“grouped roughly into permanent, preference (whether ‘'A men 
at the London and India Docks, or simply men “known to the 
foremen “), second preference (so to speak) , and purely casual and 
unknown. Each centre has thus its separate “ floating reserve “ 
of labour, and at each the machinery of the vicious circle is in full 
operation. The amount of demoralisation which ensues depends 
upon the number of centres amongst wdiich a given amount of em- 
ployment is divided. On this point the case of the Tjondon and 
India Docks — discussed in detail by Mr. Hamilton, and described 
in the evidence of the Company’s staff inspector — is conclusive. 
The substitution of the single large unit with a small mobile 
reserve for the separate centres at each department, has raised 
the proportion of permanent hands from 20 per cent, to 80 per 
cent., with an increase of efficiency and reliability in the men 
which more than counterbalance any incidental inconveniences. 

Mr. Hamilton comes, therefore, to the conclusion that the true 
remedy is to be sought in the organisation of the casual labour 
market by the ‘ ‘ substitution of a large area organised as a single 
market for labour, in place of a number of small areas in virtual 
isolation,” means being adopted to render labour “ fluid through- 
out Ihe extent of this large market.” He gives reasons for 
doubting whether this can be done either through trade unions or, 
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except to a limited extent, through individual employers, and con- 
cludes in favour of the method of public labour exchanges, whereby 
different employers could draw on the same “ reserve,” and the 
members of that reserve receive fairly regular work from a succes- 
sion of employers. 

To moot general depressions, Mr. Hamilton, recognising the 
inadequacy in the case of unskilled labour of individual thrift, 
advocates ‘‘group responsibility,” whereby, as in the sphere of 
life insurance , the law of averages would be utilised for the assist- 
ance of the particular individual on whom the whole burden would 
otherwise fall. 

Whetlu^r, in order to make either of these recommendations 
effective, any form of compulsion would be necessary the report 
does not discuss. At all events they involve deliberate organisa- 
tion to renu'.dy evils which the free play of economic forces not 
only fails to prevent, but tends to perpetuate and increase. The 
report therefore represents a distinct advance upon the doctrine 
that the solution of social problems n)ay be left to this operation 
of natural laws, modified only by the prudence, initiative and 
energy of the weaker sections of the community. 

H. R. Maynard 



NOTES AND MEMORANDA 

The review in the Economic Journal for June, 1908, of the 
Board of Trade’s investigation into w'orking-class rents, prices 
and wages reproduced a table of index numbers intended to repre- 
sent the real wages in various geographical districts. Rent, 
prices and wages in London arc each taken as 100, and rent, 
prices and wages elsew’here are worked out as percentages of 
these ; the price and rent index numbers are combined to form 
a new set representing the cost of living by giA'ing the fonnc'r a 
weight of four, and the latter a weight of one. The figures 
arranged in this manner for three districts are given below ; — 





Rent and Prices 

Standard 

Real 


Rent. 

Prices. 

Combined. 

Wages. 

Wages, 

London 

100 

100 

100 

100 

100 

Midlands 

61 

93 

86 

85 

100 

Ireland 

50 

97 

87 

84 

97 


It may be worth pointing out that the method of weighting 
adopted leads to a more arbitrary result than appears at first sight. 
Suppose, for instance, rents, &c., in Ireland, instead of those in 
London , had been taken as 100 ; the table given above would 
read in that case as follows : — 



Rent. 

Prices. 

Rent and Prices 
Combined. 

Standard 

Wages. 

Real 

Wages. 

London 

200 

103 

122 

119 

98 

Midlands 

102 

96 

97 

101 

104 

Ireland 

100 

100 

100 

100 

100 


Thus, real wages in Ireland now appear to be 2 per cent, 
better than in London instead of being 3 per cent, worse ; and 
real wages in the Midlands 6 per cent, better than in London 
instead of being equivalent. As rents are twice as high in 
London as in the Midlands or in Ireland, the Board of Trade 
have, in effect, weighted rents in those districts only half as 
heavily as in London. It is true, no doubt, that a London 
worker spends a larger proportion of bis income in rent than 
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does a worker elsewhere ; but the disproportion is not so great 
as this, and the method employed goes far towards neutralising 
the disadvantageousiiess to Londoners of the high rents they 
must pay, thus making their real wages appear unduly high. 
The same uniform weight should not have been given to rent in 
all districts without distinction. 

The error in question is, of course, well known to theoretical 
statisticians ; but the point is so seldom of practical importance 
that it is liabki to be overlooked on the few occasions on which 
it has a more than theoretical interest. Only the combination of 
two circumstanc(^s is likely to lead to a significant error in the 
result-— very wide fluctuations in an item which is heavily 
weighted. In the case of commodities, the particular system 
of weighting adopted is unlikely to have an important effect ; but 
when rent is included, both the above conditions are satisfied, 
and the consequent error is therefore great enough to exercise a 
material influcmcc on the conclusion. Mr. Wilson Fox 
enumerates in his prefatory note to the Board of Trade’s report 
certain unavoidable circumstances which render the results 
afforded by the Board’s index numbers only approximate ; but 
this, the most substantial error of all, and one which might have 
been partially remedied, seems to have escaped notice. The 
same criticism applies to the rt'port on (lermany. If the North 
Sea Forts, instead of Berlin, had been taken as base, Berlin 
would have* af^peared fourth on the list inst('ad of second, gnd the 
order of other districts would have been changed ; and by taking 
Central Germany as base even greater changes in the order would 
have been effected. 

J. M. Keynes 


• National Finance. 

Those who take an interest in national finances will have 
noticed, perhaps with some amusement as well as interest, two 
sharply opposed but very widely held views as to present condi- 
tions. On the one hand, we are told with unhesitating confidence 
that the revenue-producing power of the present system of taxa- 
tion has reached its maximum, and that to meet the growing needs 
of the future, not only in connection with the naval and military 
services, but also in the realms of social reform, the most pressing 
duty which lies before the Chancellor of the Exchequer is to 
“broaden the basis of taxation.” Another large section of the 
population is equally insistent that taxation is already so heavy 
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as to bear oppressively upon commerce and industry; they see 
in the recent course of national trade the unfavourable influence 
of war taxation. 

Without taking sides, it is possible to obtain an instructive 
sidelight upon both views from a few figures relating to the 
national debt. Unless they have sufficient curiosity to analyse the 
returns of revenue and expenditure in the light of Budget speeches, 
few taxpayers realise that during the past three years they have 
assisted to provide not merely for the normal “ services ” of the 
country, but also more than £39,000,000 for debt redemption. 
The figures are : — 


1905- 6 Net reduction for year £7,746,304 

1906- 7 „ ,, ,, 9,825,483 

1907- 8 ,, „ ,, 16,839.000 

1907-8 Surplus of income over expenditure 4,726,000 

Total £39,136,787 


Of course, the last item of four and three quarter millions will 
form part of the current year’s sinking fund, the full extent of 
which is not revealed at the time of writing, but it arises from 
the past year’s Budget, and its ultimate destination is assured — 
unless it is specially diverted by Act of Parliament to some purpose 
other than the customary automatic appropriation to “ old sinking 
fund.” 

So large a redemption of debt within so short a period is un- 
precedented, and it will be realised that debt redemption has been 
the one object of recent finance to which all else has been subor- 
dinated. There have been remissions of taxation, but they have 
been neither “popular” nor very effective. They have arisen 
more from a desire to conform to strict free trade doctrijio than 
to reduce the dead weight of taxation ; indeed , the one (dTort 
seems to have been to maintain all sources of revenue except 
those which offend against the theories of the dominant economic 
school. 

The necessity of debt redemption is admitted, especially in 
view of the large increase due to the South African War, but, as 
bearing upon the two points of view that have been mentioned, 
it is interesting to ascertain to what extent the great reduction 
of the past three years has been due to what may be called volun- 
tary or supplementary appropriations — those in excess of the com- 
pulsory amounts required to be provided under the Finance Act 
of 1903. 

When Mr. Austen Chamberlain succeeded to the office of Chan- 
cellor, he found the fixed charge for debt — i.e., interest and 
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“new” sinking fund— standing at the normal twenty-seven 
millions. He added a round million for the financial year 1905-6. 
In the succeeding year Mr. Asquith maintained this increase, and 
added another half million. Again, in 1907-8 he maintained the 
million, and added another million and a half, which has been 
commonly described as “ear-marked” for old-age pensions. 
These items work out as follows : — 

Additions to “Nkw’* Sinking Fund. 


1905- 6 Mr. Chamberlain added £1,000,000 

1906- 7 Mr. Asquith continued 1,000,000 

,, „ added 500,000 

1907- 8 „ continued 1,000,000 

,, ,, added 1,600,000 


Total £5,000,000 


The third and last items were temporary, but still they count, 
and it will be realised that the ' ‘ new ’ ’ sinking fund has been 
very real and effective during the three years. The full amount 
which it has provided in the period has been : — 

“ New ” Sinking Fund. 


Financial year, 1905-6 £3,449,338 

„ ,, 1906-7 5,482,621 

„ „ 1907-8 10,883,000 


Total £19,814,959 


A comparison of this latter total with the preceding one makes 
it apparent that between a third and a fourth of the “new"’ 
sinking fund for the three years has been an entirely voluntary 
contribution. The soundness of the finance which dictated such 
an extension of what, until 1905 -6, had been the legally specified 
allocatipn for debt redemption, may not be questioned. The fact 
that it w'as voluntary is the point to be remembered. 

Whether the surpluses of the three years, which constitute 
what is called the “old” sinking fund, will be regarded quite 
so tolerantly, is open to question. It is a canon of finance that, 
normally, a large surplus is as much a sign of bad finance as is 
a deficit. The last three financial years have been years of sub- 
stantial surpluses, and in each case the bulk of the excess has 
arisen from the fact that the realised revenue has been greater 
than the estimate. To some extent this may have been acci- 
dental in the sense that it was impossible to measure exactly the 
improvement in revenue which would follow trade expansion. 
But hitherto the generally accepted belief has been that the 
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Treasury ofiBcials were capable of estimating revenue to within 
a very narrow margin. True, faith in this ability has been ratber 
shaken by last year’s experience in connection with income tax 
—they estimated that the remission of threepence in the pound 
on earned incomes would mean a loss of £1,100,000 compared 
with the yield of a uniform , shilling tax in 1906-7, whereas the 
actual yield, notwithstanding the remission, was .£770,000 more. 
But probably, when the amounts of the surpluses for the three 
years are examined, many critics will incline to the opinion that 
the estimates have been what is euphemistically called “ very 
conservative.” The amounts have been 

SoEPLUSEs — “ Old ” Sinking Pdnd. 


Financial year, 1905-6 £8,466,620 

,, „ 1906-7 5,399,000 

„ „ 1907-8 4,726,000 

Total £13,690,620 


The combined amounts of the “new’* and “old** sinking; 
funds do not agrt'e with the total reduction of thirty-nine millions 
set out above. To some extent this arises from the fact that th(' 
first three of those items are net reductions — i.c., after allowing 
for new debt created — and there is another source of error in that 
these net reductions have included miscellaneous items such as 
the China indemnity, and the proce(‘ds of Suez Canal shares paid 
off, which are not included in either the fixed charges or the sur- 
pluses. Allowing for this, however, the. main object of this brief 
investigation is illustrated. 

The final stage of the inquiry is reached when the extra five 
millions of the “new” sinking fund arc added to the thirteen 
and a half millions of the “old “ sinking fund to make a total of 
eighteen and a half millions of extra or voluntary debt redf^mption 
in three years. If the main object of the Budgets had been to 
remit taxation, and if, with that end in view, instructions had 
been given to the Treasury officials that estimates were not to 
be too “conservative,” much of the eighteen and a half millions, 
if not all, could have been “consumed” in advance by reduced 
taxes. What reductions might have been made may be left to 
be the subject of interested speculation, but it may stimulate curi- 
osity to point out that the margin would have been sufficient to 
cover a remission of 2d. in the pound off income tax for the whole 
period, or to wipe out the sugar duty completely. On the other 
hand, they who talk of the necessity of “broadening the base 
of taxation ” may usefully remember that here are eighteen and a 
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half millions, 'which, given reasonably optimistic Budgets, and 
the determination to let the sinking fund take its ordinary course, 
could have been absorbc^d by projects other than debt redemp- 
tion. 

[Since this note was written the Budget speech has been 
made, and the net reduction of d^bt for 1908-9 i>s estimated at 
£14,400,000. This does not affect the total of the “old sink- 
ing fund as given inasmuch as the £14,400,000 includes the 
surplus from 1907-8 (subject to the slight adjustment mentioned 
in the speech, which, after all, is merely a matter of account); 
but another ten and a quarter millions will be added to the 
“ new ” sinking fund, making the total at the end of 1908-9 just 
over 30 millions. Th(^ net debt reduction for the four years 
thus becom(‘s nearly 49 millions, and for the period for which 
Mr. Asquith has been responsible, just over 41 millions. Further, 
the latter reduction will mean a saving in int(‘rest of nearly one 
and a quarter millions annually, which, a year hence, wall give 
a permanent charge of 28 millions for debt service, the equivalent 
effect o(‘ cue of 29J millions in 1900 -7. J 

A. Dudley Evans 


Recent Official Papers. 

liepori of an Enquiry by the Board of Trade into Working Clasn 
Bents y Housing and Retail Prices ^ together with the Rates 
of Wages in Certain Occupations in the Principal Industrial 
Towns of the German Empire. [Cd. 4032.] Price 4s. lid. 

In this report is presented the second instalment of the 
results pf the investigation undertaken by the Board of Trade into 
the cost of living of the wwking classes in the United Kingdom, 
Germany, and France. The first country w^as dealt wdth in the 
reiK)rt published early this year [Cd. 3864], and noticed in the 
June number of this Journal. The present report relates to 
rents of working-class dwellings, the prices “ usually paid by the 
working classes for food and fuel,’’ and to w^ages and hours of 
labour, chiefly in the Building, Engineering, and Printing Trades, 
and in some municipal employments, in thirty-three of the prin- 
cipal industrial towns of Germany. Besides the general report, 
containing a resume and discussion of the methods and results of 
the inquiry as a whole, there is a separate monograph on each 
town, giving much valuable information respecting not only prices, 
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rents, and wages, but also the distribution of occupations, the 
organisation of industry, wages’ agreements, factory rules, work- 
men’s societies, vital statistics, municipal enterprise, &c. 

One of the chief objects of the investigation being to obtain 
the data necessary for a quantitative comparison of working-class 
conditions in the countries under observation, the inquiry was con- 
ducted, as far as practicable, on identical lines to those pursued 
in the case of the United Kingdom. Most of the statistics of rents, 
pric'es, and wages relate accordingly to the month of October, 
1905, though much information of a later date is given. 

The actual amounts of rents, prices, and wages paid are 
printed, but all comparisons are made by means of Index Numbers, 
the construction of which is, on the whole, similar to that adopted 
in the United Kingdom report. Berlin, however, unlike London, 
has not within itself numerous examples of all the prevailing 
types of working-class tenements found in the course of the in- 
quiry. Hence the rent index numbers are based on the “ means 
of the predominant rents for each class of tenements ” in all the 
towns together, excluding, apparently, Berlin. The resulting 
index number for Berlin is then made 100, and the index numbers 
for the other towns adjusted accordingly. 

The index numbers for retail prices are based on the ‘ ‘ pre- 
dominant range of prices ” paid by the working classes for ccHain 
articles of food, and for coal, in October, 1905 — a period too short 
to yield perfectly trustworthy results, for reasons stated in the 
notice on the United Kingdom report, already referred to. The 
exact meaning of the phrase “predominant range,” and the 
method of fixing the limits of this range, are some- 
what obscure. It appears to be equivalent to a “modal” 
range, and to be the prices most often paid. The prices 
selected for the index numbers are weighted by numbers 
profX)rtional to the quantities of the respective commodi- 
ties consumed on the average by a working-class family, as 
estimated from over 5,000 budgets of income and expenditure 
collected by the Board of Trade. The budget families are 
dispersed throughout the country; but, despite this fact, doubt 
may be expressed as to whether they are a fair sample of the 
working classes, since family budgets were sought for,” and 
the ‘ ‘ proportion of children in the budget families is clearly 
likely to be very much greater than in the population as a whole ” 
(p. xxii), and, one may add, presumably greater than in the 
working-class ]:x)rtion of it. Index numbers are formed for rents 
and prices combined, by giving the latter a weight of four as 
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against a weight of one for rent. The expenditure on rent, as 
shown in the budgets, is, unfoi*tunately, not published, and one 
can only supjx)8e that the budgets revealed that, on the average, 
the weekly food-bill was four times as much as the rent. 

Finally, index numbers are given, representing the level of 
wages in the Building, Engineering, and Printing Trades, and 
some municipal employments, though the latter do not enter into 
the construction of a set of index numbers designed to indicate 
the level of “ Beal Wages.” These index numbers appear to be 
based partly on actual earnings, and partly on standard wages, 
in which case they are of doubtful value for comparative purposes. 

The several sets of index numbers for various geographical 
divisions of Germany are summarised as follows : — 




Mean Index NuiuberH. 


Gfiograpliical Division. 

— — 


Rent and 

— 

“ Real 
Wages.” 


Kent 

Pneos. 

Prices 

Combined. 

Wages. 1 

Berlin 

100 

100 

100 

100 

100 

Central Germany 

Khinoland Westphalia- 

36 

9. 

86 

85 

99 

Textile Towns .. 

65 

104 

94 

87 

93 

Hardware Towns 

64 

100 

93 

89 

96 

South Germany 

66 

107 

99 

82 

83 

Saxony 

47 

102 

91 

83 ! 

91 

Silesia 

52 

91 

83 

85 

102 

Baltic Ports 

52 

99 

89 

79 

89 

North Sea Ports 

59 

101 

93 

93 

100 


1 Skilled lueii in Building, Engineering, and rriiiting Trades. 


To the Englishman, the most interesting part of the report is 
that in which comparisons arc made between the cost of living 
in Germany and in the United Kingdom. These comparisons are 
mainly considered from the ix)int of view of the English migrant 
to Germany, who endeavours to maintain the same standard of 
living as in his native country. Many difficulties stand in the 
w^ay of such comparisons, and while some are carefully handled 
in the report, others are inadequately dealt with. By 
re-calculating the rent index numbers for Germany on the London 
basis, they are made comparable with the United Kingdom 
figures. But while rents in the United Kingdom generally include 
an element of local taxation, in Germany they do not (except for 
water). A correction has therefore been made to the former by 
deducting 18 per cent, for local taxation purposes — an amount 
arrived at after communication with the local authorities of fifty 
towns in the United Kingdom. The result gives the ratio of 
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rents in Germany to those in England and Wales Us 123 to 100. 
This, however, assumes equal accommodation, whereas, in fact, 
the rooms in the German tenement are stated to be “as a rule 
distinctly both larger and loftier than the English.” The 
German index number would accordingly appear somc^what too 
high, relatively to the English. 

The index number for (weighted) retail prices is given as 118 
for Germany, compared with 100 for England and Wales, and 
for rent and prices combined as 119 and 100 respectively. These 
ratios, however, like that for rent, appear too unfavourable to 
Germany. The German, for instance, buys his meat without 
bone and fat, so that what he pays in price above the Englishman 
he probably gets in consumable meat. It should not have been 
impossibh' to have made a correction to the index numbers on 
this account. But the report “neglects” such “minor dif- 
ferences,” although where they could have been allow'ed for it 
would certainly appear desirable to have done so. A correction 
for the difference just referred to would probably reduc(‘ the 
German index number by several points. 

The index numbers for weekly wages in the Building, 
Engineering, and Printing Trades are given as 83 for Germany 
and 100 for England and Wales. As already stated, however, 
the German index numbers are based on a mixture of standard 
rates and actual earnings, and are in consequence unsatisfactory. 
The report suggests that the German rates “ apjx^ar somewhat 
too high ndatively to th(‘ English.” In connection with wages, 
it is important to have regard to th(' number of hours worked. 
These are 11 }>er cent, more in Germany than in England and 
Wales, and, allowing for this, the hourly earnings of the German 
are estimated to be only about 75 per cent, of those of the 
Englishman in the three groups of trades selected. In the 
formation of these index numbers, the amount of unemployment, 
though an imjwtant factor, is not considered. 

Summing up, it is seen that unde^r all four heads of rent, 
prices, wages, and hours of labour, Germany aT)PearR worse off 
than England and Wales; but, for the reasons adduced above, 
the comparisons seem unduly unfavourable to the former country 
so far as rents and prices are concerned, while, as regards W’ages 
also, the comparison is of doubtful validity. 


A. D. Webb 
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The Report from the Select Committee on the Hop Industry. 
Ordered to be printed July 6th^ 1908. 213. 

The imix)sition of a duty on foreign hops was the one sufficient 
remedy for depression in their industry which the majority of the 
h<^j>growors could suggest to the recent Select Committee, and 
^e Committee’s report might briefly be described as an exhaus-- 
tive argument against such a duty. But where the Committee 
of 1890 issued a very short re[X)rt, summarily rejecting the idea 
of an import duty, and Jiot suggesting any other remedy, this 
Committee, in a rei)oit of *20 pages, deal with the ]:x)sition of the 
industry at home and abroad, discuss fully all the remedies that 
w^cre put before them, and make some recommendations to 
Parliament, which, if ado]>ted, should prove of no little value. 

The most important of these, perhaps, is the one advising 
that brewers be mad(^ to declare the use of foreign hops. The 
Committee state that one of their reasons for refusing an innx>rt 
duty is the plcji of some l>rewers that they must have foreign 
ho)>s to mix with Ihiglish ones. The report, however, suggests 
that, consumers should be given the opportunity of deciding this 
(pj(‘stion, and that not only the brewers’ books and the Inland 
lh‘veinu? returns, but also every cask and bottle should tell the 
j)ublic what proportion, if any, of foreign hops has been used 
in hrcwving their beer. Secondly, the Committee recommend that 
the Marking Act of 18GG should be applied, ns far as possible, 
to fot<‘ign hops. Many growers are confident tliat this would 
put an end to the smaller importations from Germany and 
Belgium, since theses are mixed lots and could hardly bo given a 
mark. Tliirdly, Ihe Committee state that the use of hop sub- 
stitutes and preservativt's is undesirable, and should be prohibited. 
Fourthly, they recommend that the burden of extraordinary tithe 
should be removed frojii land that is no longer under hops, and 
finally, that by extension and development of the Departments 
of the Board of Agriculture, English farmers be given better 
infoT’mation about the hop industry in other countries. 

Taken altogether, those recommendations are capable of 
effecting a great improvement in the |)osition of Engli^^h hop 
growers, but sinc*o their main request for protection has been 
rejected, the farmers’ clubs which have already discussed the 
report express little gratitude to Sir William Collins and the 
Committee for the patience and fairness with which they have 
condtictod the inquiry. 

In dealing with the demand for an import duty, the report 
No. 71. — VOL. xviii. K K 
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first shows that, quite apart from foreign competition, many home 
influences have helped to produce the present depression . Some 
of these are of long standing — the unequal treatment of English 
and foreign hops in the matter of marking, the extraordinary 
tithe, the rise in rates, possibly the matter of railway charges, 
and the system of tenure of hop-lands. More recent influences 
arc, first of all, the reduced consumption of beer; there has been 
^ steady fall from 37 million standard barrels in 1900 to 34 
million in 1907. Then the proportion of hops used to each barrel 
has diminished, owdng to a change in the public taste and in 
brewing methods. Slighter influences are noticed in the use of 
hop substitutes, and in the arsenic scare of 1904 and 1905. Of 
cardinal im|X)rtance, however, are the two remaining internal 
causes of depression — cold storage, and the excess of supply over 
demand. The former is a comparatively new^ process, dating 
back about tifteen years, but owing iis great development to the 
present century, and perhaps especially to tlie huge cro]) of 1905. 
1904 had been a very short year, writh prices running up to iTO 
per cwl. In 1905 they were down to £2. The brewers made 
the most of their opportunity. Mr. Hanbury, speaking of his 
own experience, said to the Committee : “ Hops were very cheap, 
Bnd the brewers bought large quantities to put into cold storage. 
In my owm firm we filled our own cold store, then bought another 
and filled that, and eventually had to put ho))s away elsewhere 
as well.*' The growers have based their recent outcry chiefly on 
the assertion that the low prices obtaining in the last two years 
.are altogether exceptional, since these years have been short ones. 
Cold-stoiage is largely responsible for this, and one is inclined 
to wish that the Committee had put more stress on the fact. 
The words of Mr. Gretton’s minority report show the real signifi- 
oance of the new process : ‘‘It has tended to regularise the prices 
of hops and to keep them on a lower basis than formerly, as it 
enables brewers to hold a stock of hops with comparatively little 
deterioration from season to season.” The growers complained 
to the Committee of 1857 that rapid deterioration compelled them 
to sell their hops, however low the price might be. The brewers, 
on the other hand, had to buy, however high the price, and in 
the memorable “ blight ” year of 1882, they actually paid as much 
.as ^£30 a cwt. But with the development of cold-storage a great 
change has come, and hop-growers will have to alter their 
methods. The ‘'long view,” which expects occasional years of 
large profit to compensate for years of unprofitable prices, must be 
largely modified. 
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Perhaps the words which the Committee use of the famous 
Saaz district in Bohemia point to the necessniy reform : “ Great 
attention is paid to quality ; the hops are Jiot forced or (jvt'r- 
manured.” Most English growers maintain that manure is not 
a large item in the cost of cultivation, but it cannot be denied 
that the application of artificial fertiliscus increases the risk of 
hop growing, and, by making the plant more liable to “go off/' 
involves additional expense. 

Further, the adoption of less intensive methods would reduce 
the yield, and, as it seems clear that the industry is suffering 
from over-production, this would be another step in the right 
direction. The Committee’s statistics for this matter have been 
criticised. They admit that there has been a great decrease in 
acreage, from the maximum of 71,789 acres in 1878, to the low'est 
figure for the last half-century, viz., 44,938 in 1907; but they 
state that intensive cultivation has kept the supply constant. 
They take the figures for the average annual crop, and show that 
these, whether grouped in periods of four, seven, or ten years, 
display no material falling off in the home production of hops. 
When it is remembered that the demand has undoubtedly 
decreased, it will bo seen that the position is not unlike that 
involved in Eodbertus’ theory of over-production. One is com- 
pelled to think that gambling too often replaces sound business 
principles in hop-growing. 

After this the Committee can turn to foreign competition with 
the assurance that it is by no means the sole cause of depression. 
It is here that they begin substantially to differ from the minority 
rejx)rts of Mr. Courthope and Mr. Gretton, w^hich admit the 
depressing influences mentioned above, but consider the chief 
evil to be foreign imports. Mr. Courthope would tax these 40s. 
per cwt. , exempting colonial imports from half the duty ; Mr. 
Gretton" proiX)ses 28s. on foreign hops, but no duty on those from 
the Colonies. 

The majority report does not consider foreign conij)etition so 
potent a factor in the recent depression as to demand the excep- 
tional treatment of this particular industry. Its statistics show 
the average annual importations to have decreased during the 
last two decades, though the hop-grower replies to this that he 
does not care what the average may be, but complains that his 
market is spoilt by large importations, when, as in 1904, the 
English crop is short and promises to fetch a good price. 

The Committee also refer to the probability of over-pi*oduction 
resulting from the imix)sition of a duty, and they note that the 

KK 2 
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combination of hop-growers for mutual protection* and advantage 
seems as unworkable in the future as it has been in the past. 
Lastly, hops are a raw material of the brewing industry, and 
their case is not so exceptional that other agricultural products 
could not also adduce plausible arguments for protection. 

This practically sums up the actual conclusions of the Com- 
mittee on the question of a duty, but incidentally some strong 
fKjints arc made, which might have been developed. Thus, 
stress might have been laid on the statement that )>riccs have 
been as low as £1 V2s. 8d. in the United States, in spite of the 
im[X)rt duty of 56s. : this might help to answer the claim of the 
first minority report that a duty in England would steady places. 
And further, since it is American competition that is most feared, 
something more than a statement of the general position iii the 
United States might have been given. The phenomenal ship- 
ments (chiefly of old hops\ which caused so much excitement 
during March and April this year, are attributed to the desire 
of the importers to secure tlie advantages that would result from 
a duty, and to “ forebodings and anticipations ” which the Com- 
mittee hope their report will ‘^dispel and discourage.” They 
miglit have given the English growa^r more assuranc(‘ by 
emphasising the undoubted distress of the small American grower, 
and by ^xiinting to the very speculative nature of the aims of the 
two or three American syndicates wdiich run the great bulk of 
the imports. They may, however, have felt that such w’ork is 
best left to the Board of Agiiculture, Their concluding w^ords 
seem to entrust the future of the industry to tliat Department. 

E. Clf.vel^nd-Stevkns 


Report of the Commission on Taxation. (Boston : State 
Printers.) 

The taxation of personal property and other questions of 
general interest are considered, with special reference to American 
institutions. 


Report of the Commissioner of Corporations on Cotton Ex- 
changes. (Washington, 1908.) 

Patit I. deals wdth future contracts, in which the seller has 
an option of delivering diflerent grades with a corresj^onding 
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“difference” "of price. Parts 11. and III. deal with cotton- 
exchange methods of classifying cotton and with the range of 
contract grades. 


City Notes 

We have received the following “City Notes” from 
“R. G.” 

Cheap Money . — In onr June Notes reference was made to 
the reduction of the Bank-rate at the end of May to 2^ per cent, 
as aboni the last step on the w'ay to a stagnant money market and 
a long reign of 2 per cent. The anticipation has been confirmed, 
and the money market has continued sluggish : but as yet there 
has beojj no oi’ficial fall to 2 per cent. The opportunity of cheap 
money in London has been made use of very largely by the Con- 
tinental banks to replenish their gold reserves ; new issues of 
every kind have also increasiKl, and preparations for large new 
Government loans, especially Russian, but including issues nearer 
home, are sjwken of ; some little nwival in the moi(^ speculative 
issues on the Stock Exchange, employing a portion of the surplus 
money, has likewise taken place. In these w^ays the actual 
decline in the olTicial rate to 2 jxu* cent, has been prevented. The 
main feature of the money market nevertheless is stagnation. 
In other words, the “strike of capital,” such as always follows 
a p(‘)iod of inflation and collapse, is once more with us. 

Trade Dulncss . — The signs of trade dulnoss have also been 
accentuated. The falling off in imports and exports in the 
leading countries is quite projx)rtioned to the vast increase which 
took place in the three years ending 1907, being largely, of course, 
a decline in values consequent on a fall in prices which is the 
result of the dulness. The accounts of unemployment are also 
what might bo expected in such circumstances, the official figure 
as to unemployment among trades unions having risen to 8 per 
cent, and upwards. The inference as to unemployment gener- 
ally being an equal percentage of all workmen is not justified, 
because the trade union “unemployed” really include large 
numbers of superannuated and others w^ho ought not properly to 
be so classed, while there are many occupations, such as railway 
and domestic service, where the margin of fluctuation in employ- 
ment is small, so that the trade union figures are not a good 
sample of general employment. Still, apart from figures,, the 
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reports as to want of employment in leading trades, especially 
shipbuilding and the iron trades, and the building trades, are 
most serious, and there is no doubt that the condition of things 
in manufactures and industry is probably more unsatisfactory 
at the present time than it has been for many years. 

Decline of Revenue , — One of the most unpleasant symptoms 
of this unsatisfaefcory condition is the decline of revenue w^hich 
is an unwonted feature in our national finance for almost forty 
years, and may seriously affect Budget arrangements. None the 
less, a falling off of revenue in times of bad trade was formerly 
a most (‘oinmon occurrence. Even Mr. Gladstone was put out in 
his Budgets in 1860 2 by an unexpected decline of revenue con- 
sequent on the general discredit and stoppage of business attend- 
ing the outbreak of the American Civil War. There ought to 
be no cause for surprise, therefore, that a decline in the volume 
of busiiKtss following a great collapse like that which occurred 
a year ago is also accompanied by a failing oil in the national 
revenue. The consequent result o^ great diiliculty in making 
up next year’s Budget ought to be foreseen. It is premature to 
make calculations till it is seen what the falling off really amounts 
to at the end of the current year, and whether it is likely to 
continue; l)ut this changed condition of the national finances 
cannot but have far-reaching effects. 

The Death Dutie.^.—Ouo coiisequeiicci of the general dulncss 
is already visible in the discussions on the death duties and the 
high income tax. The continued weakness in gilt-edged securi- 
ties which might usually be cx}>ected to improve in a period of 
cheap money, excites more and more attention, and the usual 
explanation of new Government loans, actual and impending, is 
not accepted as eompkdely explaining the phenomena. There 
has not been a jieriod for many years in wliicb new borrowing 
for governments has not been going on. There is a disposition 
accordingly among those who engage in the discussion to ascribe 
the dulness in the markets for gilt-edged securities to the new 
causes of the last few years — the high death duties and the high 
income tax which largely absorb money that would otherwise 
go into the investment market, or what is much the same thing, 
actually cause the sale of gilt-edged securities so that the taxes 
may be paid. In this last connection a remarkable statement by 
the new Duke of Devonshire as to the difficulty he has himself 
experienced in paying death duties is much referred to. We are 
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inclined to ttfink that those who connect high death duties and 
high income tax with the depression in gilt-edged securities and 
with depression generally are not without warrant, and the view 
is in accordance with what has often been urged in these Notes. 
High death duties and high income tax in time of peace arc not 
good finance, and tliere can be no real recovery in Consols or 
other gilt-edged securities until a return is made to sound 
methods of finance, which require first of all light and moderate 
direct taxes, as w^ell as indirect. Wliether the lesson will be 
learnt by the time next ]3udget is produced remains to b(i seen, 
but until it is learnt tlui national finances must go from bad 
to worse. 

I^xpniditurc on Arniaments . — It is urged by some that the 
real cause of our bad finance is the expenditure on armamemts, 
and this may be the case to some extent. The nations of 
Europe, the United Kingdom included, might obviously have 
better finance, for a time at least, if they spent less on army and 
navy. Unfortunately expenditure on armaments is not always 
a matter of choice for an individual nation any more than expen- 
diture on dykes to kcei> out the sea is a nmtter of choice for the 
population of Holland, and may really be cheaper in the end than 
the disasters of actual w'ar, just as tlie maintenance of dykes in 
Holland is cheaper than the disaster of an inundation. The 
allegation as to armaments thus carries one a very little w-ay in 
the discussion, except to emphasise the fact that, if such expen- 
diture on a large scale is felt to be necessary, the nation, both 
individually and collectively, should look to its ways and moans 
and to other branches of expenditure as w'cll as army and navy, 
and not esteem itself richer than it really is. 


The American Monetary Commission . — An event of some 
interest has been the arrival in this country at the beginning of 
August of a Government Commission from the United States to 
study the methods and j>ractice of European countries as to 
banking and currency, and take evidence of European experts, 
with a view' to banking and currency legislation in their own 
country later on. The Commission is headed by Senator Aldrich, 
one of the best knowm authorities in the States on banking and 
currency, and who had a bill of his own on the subject in the 
last session of Congress. The Commission must have valuable 
results, not only for the ITnited States, but for European coun- 
tries as well. The investigation of the whole subject by a foreign 
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Commission, considering it from a different point' of view (the 
history and economic condition of the United States being unlike 
those of any European country), will be extremely useful all 
round, not the less so that the United States history itself has 
been peculiarly chequered, and that bankers, merchants, and the 
Government there have had special difficulties to contend with. 
If we might make a suggestion to the United States authorities 
it would be that the whole study should be made with the utmost 
freedom and wdth the readiness to depart from old formulas, 
whether of American or European origin, characteristic of the 
United States people in other business amingernents. Why 
should not banking, for instance, be entirely free, so that any 
person or company may start a bank if they please, with as many 
branches as they jicase, just as they could start any other busi- 
ness? And why should not any bank have liberty to issue notes, 
subject only to the obligation of pa3irig on demand notes that 
are expressed to be so payable, without all the elaborate arrange- 
ments for depositing bonds to secure the circulation and so on, 
which only obscure the subject? If there wore complete freedom 
strong banks wxiuld live and giwv, aod weak hanks die out, and 
the question of sufficient currency, varying with trade require- 
ments, would settle itself. Possibly at first a regime o[ complete 
freedom would foster syieculation, though w'e think not; but the 
evil in any case w'ould cure itself. On tlie whole, in spite of all 
the difficulties caused by too much legislation and intcrfercuice, 
banking in the United States since the C'ivil War has bei^ome 
steadier from period to jieriod, just as it has done in most 
European countries ; and the present wiater has no doubt that the 
improvement will continue with or without changes in the 
Government arrangements. Credit keeps getting better from 
period to period, and that is the main thing ; but it is as w’ell to 
give bankers and merchants as much liberty as possible to" make 
their own arrangements. 

K. G. 


Current Topics. 

At the annual bankers’ dinner at the Mansion House on 
July 3rd, the Governor of the Bank of England made a number 
of interesting references to the 7 per cent, bank rate in Novem- 
ber. The rate attracted gold to the Bank from seventeen different 
centres. It “came from comparatively poor countries like the 
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Scandinavian group, and even the small island of Malta contri- 
buted to the fund.” He claimed that much of the success with 
which the crisis was met vras due to the fact that the banking 
system was not fettered by legislative enactments. He referred 
particularly to the action of the Governor of the Bank of France, 
who did much to relieve the strain by sending to the London 
market throe million sterling for investment in English bills. 
The spc'cch is reported in The Times of July 4th. 


The subject of the direct representation of co-oj)erators in 
Parliament was discussed at the Co-operative Congress which 
met at Newport, Monmouth, during June. The advocates of 
the proposal contended that it was ‘‘ undignified and humiliating 
that they shoidd have to ask for assistance from Parliament when 
they had the power to secure it.” The, })roposal was strongly 
opposed on the grounds that no questions arose in the House of 
('ommons which were confined to co-operators. The motion w’as 
defeated by a large majority. 


The Council of the Charity Organisation Society have issued 
a statement condemning the non-contributory basis of the 
measure for Old Age Pensions. They consider that pension 
societies will reconsider their jwsition, and that, there will be a 
general relaxation of the efforts of relations and friends. Pro- 
ceedijig to wider issues, they argue that if personal responsibility 
for provision agaimst old age can be safely abolished, there is no 
logical reason for co]\fining the principle to this particular case. 
They therefore foresee ” an irresistible agitation to multiply the 
occasions on which public money must be expended,” and 
conclude that the measure is the beginning of a change w-hich 
‘‘all who regard character and thrift as necessary contributory 
elements in the comfort and happiness of the mass of the people 
should strenuously resist.” The statement is to be found in 
The Times of June 2nd. 


Pbopessoe Pigou also contributed to the discussion of the Old 
Age Pensions Bill in a letter to The Times of June 24th. He 
pointed out that any sliding scale must discourage the efforts to 
increase the income between the limits within which the scale 
operated. He suggested, therefore, for consideration the possi- 
bility of excluding not those with incomes above a certain sum, 
but those outside certain definite classes. All, for example, w’ho 
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were not embraced in the manual labouring class or in certain 
dchnod categories of clerks might be excluded. 

The British Constitution Association have sent two statements 
of their views on Poor Law reform to the Eoyal Commission on 
the subject. They consider that the Poor Law work of the Local 
Grovernment Board should be tj*ansferred to a new department 
dealing exclusively with the relief of distress. They also suggest 
that Boards of Guardians might be strengthened by giving to the 
County Councils and other statutory authorities within the poor 
law area the right to appoint representatives. 

The Times of <Tuly 31st contains a long letter from Professor 
W. J . Ashley on the proposal to establish w ages boards in sweated 
trades. He accepts thi^ argument that these trades are “para- 
sitic/* but “is obliged to confess to the gravest doubts as to the 
feasibility of th(^ measuni.” The chief reasons which lead him 
to this conclusion arc as follow^s : — (J) The argument from the 
success of the present factory law’s is weak, as the conditions in 
factories are far more opei\ to inspection than those of widely 
scattered homes workers. (2) The success of voluntary w^ages 
boards in organ iscid trades is not a criterion of tlieir effect in 
unorganised trades. (3) Experience shows tliat the decision will 
rest w’ith the chairman. On what principle is ho to determine 
liis minimum? In the organised trades there arc certain general 
understandings which have guided him, but there are none in the 
sw’eated industries. (4) The experiment in Victoria is not very 
conclusive. The Victorian Act of 1896 wm passed during a 
period of severe depression, and was evaded while this depression 
lastc'd. The determinations w'cro indeed enforced in 1906, but 
this w'as a year of extraordinary prosperity. Moreover, the total 
number of outworkers in Victoria is 1,600, while in the clothing 
trades alone in England and Wales 200,000 women and girls are 
employed as homeworkers. (5) The difficulty of enforcing the 
Act will show itself during periods of depression. For this reason 
the present is a peculiarly unfortunate time in which to initiate 
the experiment. Finally Professor Ashley recommends the system 
of registration, and urges that the first steps could be taken by the 
Government enforcing the payment of a minimum wage in its 
contacts. 

The rejx)rt for the year 1907*“8 of the British Section of the 
International Association for Labour Legislation shows progress.^ 
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The Bulletin of the International Labour Office has appeared 
in an Eng;lisli edition, containing the text of recent labour laws 
in all countries, notes on action taken in the interest of labour 
in the different Legislatures, and other valuable information. 
There has also been published u report on the administration of 
labour laws in the United Kingdom. The report takes the form 
of answers to a prescribed set of questions relating to the inspec- 
torial staff', the co-operation of the workers in the administra- 
tion of the law, and other particulars. This instructive docu- 
ment is drawn up by Miss Sophy Sanger, the hon. secretary of 
the British Association for Labour Legislation. 

The Economic Ihdlciin, published quarterly by the Anuuican 
Economic Association, contains a dejiartmeut of “ Personal and 
Miscellaneous Notes” announcing recent appointments to 
academic positions, and othiT events of interest to economists. 
Another noticeable? feature of the BuUeiin consists of the reviews, 
which are at once brief and authoritative, cover the field of 
recent literature evenly, and appear soon aftiT the publication of 
thc^v/orks reviewed. 

We cannot attempt to rival our contemporary in the regis- 
tration of the changes in the tenure of economic offices through- 
out a continent. But wo cannot pass over in silence the death 
of Professor Schbnberg, the editor of the stupendous Ilandbuch 
which is known by his name. He has been succeeded in the 
Tiibingen chair by Professor Harms, translated from the Uni- 
versity of Jena. 

Another eminent economist is lost to Tubingen by the re- 
signation of Professor J. Neumann. His name also is familiar 
to students of the Ilandbuch. His article on the formation of 
price is distinguished — like I)e Quincey’s economic writings — 
by the instructive and recherche character of his examples. His 
advocacy, in a separate work, of progress and taxation is said 
to have largely influenced opinion in Germany. He is suc- 
ceeded by Professor Carl Fuchs, the author of a work on the 
trade policy of Great Britain (1893) , which was reviewed in the 
Economic Journal. It has recently been republished in an 
English version, wdth a laudatory introduction by Mr. Parker 
Smith. An almost prophetic power of insight may indeed justly 
be attributed to the writer, who discerned in the early ’nineties 
a tendency in English opinion towards protective arrangements 
with the Colonies. 
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Mr. C. S. Loch has resigned the Tooke Professorship of 
Economic Science and Statistic.^ at King’s College, L(Midon. He 
is succeeded by Mr. E. J. Urwick, the Lecturer to the School of 
Sociology. Mr. Urwick is the author of a recently published book 
on “ Luxury and the Waste of Life.” 

Mr. H. J. Mackinder has resigned his jiositiou as Director 
of the London School of Economics and Political Science. He 
is retaining the Ecadership in Geography in London University. 
His successor at the London School of Economics is Mr. W. 
Pember Eccves, the High Commissioner for New Zealand. As 
Minister of Labour in New Zealand he was responsible for the 
well-known Compulsory Conciliation and Arbitration Act. He has 
described the legislative experiments of Australia and New Zealand 
in two works--” The Long White CHond,” and “State Plxpcri- 
ments in Australia and New Zealand.” He is also the author of 
an ” Introduction to the History of (.-omraunisni and Socialism.” 

1)B. Jambs Bonar. deputy Master of the Canadian Mint, 
will be among the non-resident lecturers in political c'conomy, at 
the Johns Hopkins University during the academic year 1908 -9. 



RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 

July, 1008. German Colonies. B. von Koenig. The exports and 
imports (in all some 250 millions marks), the cost to the mother 
country (against which there is a set-oh of 60 per cent.), and 
other aspects of the German colonies, are considered. 
paijmcni and Sweating in a Provincial Town, Eev. A. J, Carlyle. 
This is a report prepared by a Committee of the Oxford City 
branch of the Clnistian Social Union. The general wages in 
Oxford are low^er than in most large towns. Low wages of men 
lead to the employment in large numbers of married women 
and schoolchildren. The average earnings of women are probably 
from 9s. to 11s. The Marginal IJiiliiy Theory, W. W. Caklilb. 

is the position taken up by Professor Marshall sustainable? 

. . . The utility of the thing bought is never just equal to the 
utility of tlic money given for it, but is always greater. If it 
wt're not greater why should the thing be bought? ” 

Journal of the Royal Statistical Society. 

The Pcradventurcs of an Indian Life Table. Sir T. Athelstane 
Baines. The efl'ects of good and bad cycles of harvest are traced 
in the age-distribution of the Indian population. The proportion 
of children under five is particularly large. Food Taxation in 
the United Kingdom, France, dc. S. TIosenbaum. Taxes on 
food yield less in the United Kingdom, taxes on drink more 
than in the three compare^l countries. Taxation of food has 
here increased largely since 1895, wrhile there nearly stationary. 

On the Probable Errors of Frequency-Constants. I. Prof. P. Y. 
Epoew’ortit. Development of the North-West Provinces of 
Canada, E. H. Godfrey. 

The Fortnightly Review. 

August, 1908. Sweated Industries. G. II. Askwtith. Undeterred 
by the old scare that it is dangerous to drive a knife into delicate 
machinery, the wiiter sees no reason why the analogy of existing 
\Vagt‘s Boards — arrangements of which he himself had ex- 
perience — should not be applied where neither employers nor 
employed are organised. 

The Edinburgh Review. 

July, 1908. Lord Milner and Canadian Preference. Lord Milner’s 
statistics are severely handled. 
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The Quarterly Review. 

July, 1908. Canadian Problems and Parties. Befcmng chiefly to 
the question of immigration. Old Age Pensions. 

Quarterly Journal of Economics (Boston). 

May, 1908. Capital Interest and Dhninisliing Ectnrns. F. W. 
Tausskf. “ Are these advances to labourers? Do capital goods 
rt‘produce themselves? The law of diminishing returns as applied 
to capital by Carver, Clark, and Bohm-Bawerk ” — such are the 
topics discussed. Administrative Supervision of Railways. H. C. 
Adams. A discussion of the twentieth section of the Act to 
regulate commerce (passed in 1887, amended in 1906). The 
Relation of Monopoly Price to the Rate of Interest. A. S. 
Johnson. Australian Economic Problems. I. The Eailways. 
V. S, Clark. A not unfavourable picture. The Price Policy 
of the United Slates Steel Corporation. E. S. Meade. The 
policy of keeping the price of steel constant, however general 
prices may fall, is defensible. 

Political Science Quarterly (New York). 

June, 1908. Marxism versn^i Socialis7)i. 1. \. G. Simkuovitch. 

Proicefion atui Capital. A. S. Johnson. It is argued that pro- 
tection stimulates the formation of capital. “ "Had all modem 
States maintained absolute free trade the vast capitals of modem 
industry would have been unknown.'* 

Annals of American Academy (Philadoljdiia). 

May, 1908. This number deals with the Control of Municipal Public 
Service Corporations. The control of companies owning muni- 
cipal monopolies is compared wdt.li municipal trade. The Com- 
missions recently establishecl by the State of New York for the 
regulation of “ Public Service Cor])oratioiis '* are described by 
several writers. Some business men complain of legislative 
restrictions ; but the general impression given is favourable. 

July, 1908. This number deals with the discussion of Federal 
Regulation of Industry. Part III. “ On the Government and 
the Eailways,” contains a paper on Governmental Regulation 
of Railroads, by Prof. Emory Johnson, who gives a concise 
and lucid statement of the latest developments of government 
regulations, State and national, in America. *‘The time has 
come,” he thinks, ” when we must accept not only the sound- 
ness, but the desirability of the practice of investing in some 
public body the power to say to the carrier that his charge, from 
the public point of view, is or is not a reasonable one.” 

A supplement to the July number deals with Child Labour and 
Social Progress. 

Journal des Economistes (Paris). 

May, 1908. Le rachat de VOuest. G. de Nouvion. La concentra* 
iion industrielle. Les triists et les cartels. A. Huart. 

June. Le contrat de travail. E. Rochetin. Une nouvelle theorie de 
la repartition de la ricliesse. M. Bellom. Augmentation de la 
monnaie diinsionnaire cn Allemagne. A. Baffalovich. 
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July, 1908. Le vol et Vechangc. Cx. de Molinari. Mouvement 
financier et commercial. M. JjABLet. Ecvue des principales 
publications economiques de Vctrangcr. E. Castelot. This 
survey includes several Spanish economic periodicals, throwing 
light on the question whether Spain has lost by being parted 
from her (Colonies, how much Cuba has gained by joarting from 
Spain . 

lleme d' Economic l^olitique (Paris). 

June, 1908. L’ Assurance onvriere rn Auirichc et Ics projets de 
re forme. M. Bellom. La circulation, Ic credit ct leurs instru- 
ments cn Egijptc. P. Akminjon et B. Michel. 

July, 1908. Les relations comwerciales Franco-Allernandes. B. 
JtAYNAUD. Du SgstrniG monetairc du Grand-Duche de Jjuxeyn- 
hourg. G Paillard. A history of the volte-faces ” of the 
monetary unit — the franc, the florin, the franc again, next 
the German thaler, and finally the mark conjointly with the 
franc. La circulation, le credit, et leur.s instruments, en 
Egypte. P. Armtngon ct B. Michel. Tine experience socio- 
logique . . . Vindustrie de la houcheric a Paris. H. BouiiGiN. 

La Rc forme Socialc (Paris). 

July, 1908. The organ of the Le Play Society of Social Economy 
records a remarkable discussion on Population. M. do Foville 
said that France, ‘‘ where everything is fertile but the inhabi- 
%.ants,'’ is now but 12 ])or cent, of an European aggregate, of 
\^hich she formed 25 2>er cent, before the Eovolution. fleathft 
have begun to gain upon births. The recent Commission was 
alxirtive. Its discoveries, e.g.y the connection between 
“ dechristianisation ” and depopulation — were not welcome to 
the powers that be. 

licviie Economique Internationale (Brussels). 

July, 1908. Les finances de la Eusse. E. G. Levy. Travail et 
salaires des femmes en Anglctcrre. G. Siiann. The wages of 
women are described as very small (minimes), absolutely, and 
comparatively to the wages of men. La monnaie peut-elle etre 
supprimee? M. Ansiau. Ecf erring to M. Solvay’s doctrine 
of.‘* coraptabilism, ” the writer concludes that payments without 
money are not more difficult to realise than vehicles without 
horses or wireless telegraphy. La France d Madagascar. H. 
Loun. 

L' Economists Fran^ais (Paris). 

June 20th, 1908. La dSpopulation de la France. Pierre Leroy 
Beaulieu. The official statistics of the movement of population 
are for 1907 more desolating than ever.'' The birth-rate per 
1,000 living has reached the “ridiculously small" rate [fawa; 
derisoire] , 19.7, for 1904-6, 20.7; against 25.3 in 1877-79. True, 
the birth-rate of the principal other European nations has fallen 
in the same period — in the case of England by a greater per- 
centage (of the birth-rate in 1877-79) — but they had further to 
fall before the birth-rate should cease to exceed the death-rate, 
as is now the case in France. Among the causes M. Paul Leroy 
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Beaulieu puts “the taking from the people bjr the education 
which is given to them the hope of a future life and the ancient 
beliefs — the foundations of their traditional morality.” Among 
the remedies is approved M. Paul Leroy Beaulieu’s proposal'to 
reserve employments under the State to fathers of tliree children. 

Junk 27th. La dv population dc la France (continued). The decline 
in the birth-rate is aggravated by the station ariness of the death- 
rate in France. The mortality in 1905-1906 compared with that 
of 1876-80 shows a fall in France of less than a seventh, of a 
quarter in England, Gerniaiiy, and some other countries, of 
more than a quarter in Holland and Hungary. 

Lcs reiraites ouvrieres. Paul Leroy Beaulieu. The State in France 
contril)iites by the existing ” loi d’assistance ” near 100 million 
francs more than the State in Germany (45 J million marks in 
1904), not much less than the proposed contribution in England 
(account being taken of difference in cost of living). The pro- 
posed French law is indefcn.sible. 

August 1st. M. Paul Leroy Beaulieu describes the failure of Brazil 
to check the over-production of coffee by Governmental inter- 
position, and points the moral. 

J ahrbuccher fiir Nationalockonomie (Jena). 

May, 1908. Zur Tenninologic der '' LoJiniarifgenicinscliaft/' A. 
Klekbeug. Zvr gegenwartigen Lagr der AoicrikaniscJien Eisen- 
indusiric. Glter. eluNE. Zur llcjoroi der Binncnscliiffa^ ri- 
statistik ini Dcni^iclieii lirich. H. ScnuMACHEu. July. Die 
ivirtschaffliche OrganiHalion der GeiMigen Arheiter. VTCTt)R 
Leo. Die hevtigen koniw unisHficltcii Gcmcinden in Nord- 
anicrika. ]\. liiEFMAXN. 

Giornalc degli EconomiHii (Eomc). 

May, 1008. ll wcrcantilismo e Vcconomia polifica. E. Gossa. 
Sugli effeiii della conversione della rendita. B. Griziotti. 

June. lyhiterpolarAonc per la ricerca dcllc Icggi ccononiich^G. V. 
Pareto. A study in the treatment of statistics relating to 
frequency by methods of interpolation, especially Cauchy’s. Tin 
antico innovatorc italiano dci metodi di culiura agraria. G. 
Anas, lief erring to Gamillo Tarello, author of a little book 
published in Venice, 15G7, II meiodo ordinario di calcolo del 
costo diproduzione deW uomo. G. Sensini. 

July. Leggi agrarie restrittivc nel setiecento italiayio. G. Anas. 
II prohlema dei trasporti e il porto di Genoxm. N. Tremon. / 
comum c Ic abriiazioni popolari in Germania, 11. Badoglio. 


NEW BOOKS. 

Alton (H.) and Holland (H. H.). The King’s Customs. An 
Account of Maritime, Ptevenue, and Contraband Traffic in England, 
Scotland, and Ireland; from the Earliest Times to the year 1800. 
Murray. Pp. 489, 10s. 6d. net. 
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Bkabkook. (8jr EnwAun, C.B.)- Thrift MaiuiaJ, I^'or the use 
<;f teachers ill priiiuuy scIkh>1s. Loiuloii : ivin^. 1908. 

: [A series of articles l)y several writers, reiirintcd from tlie Cliarity Organisation 
Society, with a preface by Sir Edward Brabrook.J 

Bruadjikaj) (11.). State of labour aud Ijabour Dis- 

putes in New Ziaihiiid. A Description {ind Criticism. JiOndon: 
VVhitcoinbu and Tombs. Pp. 280. 7s. (W. net. 


Cbaiity Oiv^anisatiuii Society: lieport oi ilu' S<i(*icty‘s vSpecial 
Committee on Unskilled Laliour. ivondoii : Dcnis(^n flouBe 
Pp. 249. 

[Itevicwcd above.] 


Crayton (JosEeu), ilobert Owen, i'ionc.ei* of Social Jte/orms. 
Loudon: Li field. 1.908. Pp. OH. Is. 

(.'LEWS (M., ijli.J).). Fifty Years in Wall Sireet. New Y<;rk : 
Irving Pnblisbing Co. Pp. 1,002 

Davies (:V. Emil). ’J4ic Nationalisathui of Lailways. London. 
Black. 1908. Pp. 125. 

[Keviewed above.] 

Dewe (liE\ . J. A.). History of Ei'oiiomics or Ec'.onomicB as a 
Fautor in the iMaking of History. .\ew ork : Henziger Bros 

ItliiER ( 1 iR ) The Endowment of Motliurhood. ILe New Age 
1^‘SS. L'. net. 

I'EiN (M , Ph.J-).). Tile Early History of the Levant Com- 
pau,v London : Koutledge. Pp 270 

{ v\ (C If ) Co-ofieration at Home and .V broad. A Doscniition 
and AiiiihHis l> S. King. 190H I'p. <108. JO.s. 6d, not. 

J’OHDHVM (AJnNT\(i(r). .Motlicr Kurtli A Proj)osal for (he Per- 
lijauenti Jt(.*eoiistiii(l ion o*^ our (.'ountry l.ifu, and a Desci'ipfcioii of 
the Land (dub Scboine. l!oad Publishing Co Pp. 15^. 

l6‘. net. 

FoRsvrii (P Socialism, the Church, and the Poor. 

London: Hodder. 1908. P]). H2 Ls* 


(Lbson (A H.). Thf‘ lAdI m CimsoJs and Other InvostmeniR 
since 1907. An Investigation into the Cansf's wlneh^hrought 
the Ifise in Investnie.ut (Capital Values Ironi IBT.i-Oi and the Pall 
Siuoe. London - Sunpkin 1908. Pp. 100. •'is. 

(tHRHN E-)- Tlie Small Holding. London: Lane. Pp. 122. 
'6s. net. 

(liioss (C , Pb.n.L Select Cases (’oncerning the Law Merchant. 
M\ P27{)-1(»8H. Vol. 1. l.ocal <.V)urts. Scldcn Society’s Publica- 
tions. Vol. XXIII. Pp. 150. Quaritch. 


International Labour 0«fe.. Bulletin 
Representation Ibinting and Publishing f o. lOOB. 1 p. 702. 
IReforred to above. ] 

Johnson (Major A. G.). T.eisure for Workmen and National 
Wealth, i^oudon: F. S. King. Pp. 242. 3*. fad. net. 

No. 71 .—VOL. XVIII. ^ ^ 
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Judge (Mark H.). Political Socialism. A Collection of Papers 
by Members of the British Coiistitul-ion Association. With Presi- 
cierjtial Addresses by Lord Balfour of Burleigh and Lord Hugh 
Cecil, Edited by M, 11. Judge. (Constitution issues.) London: 
P. 8. King. 1908. Pp. 187. 

[jATorriTE {Petkh). Anarcliy! An Authentic Exposition of the 
Methods of Anai'c-hisls luui the Aims of Anarchism. London: 
Everett. 1008. Pp. 2-18. ijs. 

IjAAV (A. Boxar, M.P.). The Fiscal Question. Five llecent 
Speeches, lievised by the Author. London: The National lleview 
(Jlficc. Pp. 181. Is. net. 

[Reviewed above, j 

Ijondon Municipal Society. TTie Case against Socialism : A 
llandliook for Speakers and CaJididatcs. New York: Macmillan. 
London: O. Allen & Sous. 1008. Pp. 587. 

[With a prclatory letter by Hon. A. J. Balfour.] 

MAYNi'i (John D.). Tlie Triumph of Socialisiu. London : 
Sonnenscheiu. 1008. Pj). 1 18. Is. 

Prick (L. L ), The l^osilion and Prospects i)f Ihc Stiuly of 
Economic History. Oxford: (Tai'oiuiou Press. Is. 

S(‘H(»oiJ.No (flojix Hour). The Briiiol) J'radc Ik'ok. ( oucerning 
years 1880”! 007. With a Preface, by Phoi-. W. rl. Asiij^r.Y. 
(Third issue.) jjondon : iMiiiray. Pp. J91. 10, s, (}f/. net. /' 

Stanton ( flossiNGTOx). An Essay on (la* Distaabiilion id JjiveJi- 
hood. New York and London : Farewell. 1008. Pp. 125. 

[Reviewed above.] 

Su'rriHRS (R, B,). Common Objections to Socialism Answered 
London : Clarion Press. Pp. 182. Is. net. 

ViNOGRADOFF (P,). English Society in the. Eleventh Century. 
Oxford: Clarendon Press. 1908. 16s. 

[The first pari of this rna.ytorly survey deals with military organisation, jurisdic- 
tion, and taxation; the second with land tenure, rural organisation, and social 
classes.] 

Watson (N. L.). The Argentine as a Market. Report to 
tiie Electors to the Gartside Scholarship on t.lic Results ot a Tour 
in iJje Argentine in 1006*7. (Manchestei* University : Gartside 
Reports on Industi'y and C'ommercc, No. 6.) JManchoster Univer- 
sity Press. Pp. 68. Is. net. 

Bliss (W. D. P,, editor). The New EncyclopeBdia of Social 
Reform. New York : Funk & Wagnalls. 1908. Pp. 1,321. $7.50. 

[Revised or rather rewritten.] 

Hankin.c; (Dr. F. Fl.j. Adolphe Queietet as Statistician. 
(Columbia University Studies.) New York : Columbia University. 
1908. Pp. 138. 

CuADUorK (R. E.) Ohio before 1850. (Columbia University 
Studies.) New York • Columbia University. pp. 155. 
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Harrison ’(Frederic). National and Social Problema. New 
York: Macmillan. 1908. Pp. 450. $1.75. 

[Part III. deals with “social prohlems,” chiefly th<’ labour problem aud socialism. 

Keller (A. G.). Colonisation ; A Study of tiic Founding of 
New Societies. Boslou: (linn & (lo. 1008. Pp. 029. 

[Designed as a. texi-book for the study of colonisation. J 
TjEE ((t. S.). Jns))inHl -Millionaires. Northampton (RIasB.): 

Mount Tom Press. 1908. Pp. 308. 

Lewis (A. M.). Evolution. Social and Organic. Chicago: 
Charles H. Kerr & Co. 1908. Pp. 186. 50 cents. 

[Standard Socialist Series.] 

Maclear (Annf Bush). Early New England Towns. Pp. 181. 

Mitchell (Wesley C.). Gold Prices and Wages under the 
Greenback Standard. (University of California Publications in 
Economics.) Berkeley: University Press. 1908. Pp. 627. 

[Those statical materials of a future continuation of the author’s “ Tfistory of tlie 
Greenbacks,” form a valuable contribution to the study of index -numbers. The 
extensive use of medians” aud “ deciles” is an interesting feature.] 

ScHAFFNER ( Margaret A.). Tile Labour Contract From Judi- 
vidiml to Collective Bargaining. Madison, Wis. : Bulletin of the 
University of Wisconsin. 1907. Pp. 182. 50 cents. 

[Gives results of extensive investigations of actual conditions.] 

Sp.argo (John) The Common Sense of Socialism. Chicago. 
C.^^l. Kerr. 1908. Pyi. 184. 

[l1r*4;'he form of a series of letters.] 

Ware (Sedley Lynch). Tlio Elizabotiian l^arish in its Ecclr 
ftiastical and Financial Aspects, (Johns flopkins University 
Studies.) Baltimore': Johns Hopkins Pres.'-^. I'f). 93. 

Weld (L. I). H.). Private Freight Cars aud Americaji llailways. 
(Columbia Ilnivorsity Studies.) Ni‘W York: Coluuibia University, 
1908. Pp. 185. 

WiiiTiN (E. Stagg), Factory IjCgislation in Maine. Pp. 145. 

Lf:roy-Beaulieu (Paul). Dc la colonisation chez les peuples 
nioderncB edition revue et augment6e. Paris: Alcan. 1908. 

Bvo. 20 fr. 

Brentano (L.). Die Entwickelung der Wertlehre. Munich: G. 
Franz. 1908. Pp. 84. 1 m. 

[Reprinted from Sitzungsberichte dor konig. bayr. Akadomic der Wissenschaften.] 
Conrad (Elsh). Das Dienstsboteii -problem in den Nord- 
amerikanisohen Staaten und was es uns lebrt. Jena: Fischer. 
1908. Pp. Hi + 83. 

Georgi (Dk. Elsbeth). d'heorie und Praxis des Generalsstreiks 
in der modernen Arbeiterbew'cgung. Jena : Fischer. 1908. 
Pp. J44. 

[An extensive monograph,] 

Kautsky (K.). Die historische. lieistung von Karl Marx. Zum 
25 Todostage des M<'isters. Berlin: Vovwarts. 1908. Pp. 48. 

1 m. 
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Loria (Prof. Achicle). Verso la Giustizia Sociale. (Studi 
Economico-Sociali ConVeniporenei.) Milan: Societa editrice. 1908. 

[This is a second and augmented edition of a well-known work published in 1904* 
Its contents are well summed up in a sub-title as “ Ideas, battles, and apostles.”] 

Prato (G.). liu^segne statisticbe etl econorniche. Torino; 

Societfi Tlpografiuo-Editricc Nazionale, 11)08. Pp. 309. 

[Deals cliielly with questions of emigration and labour.] 



THE ECONOMIC JOURNAL 

DEGEMBEB, 1908 

THE EELATION OF RAILWAYS TO THE ST ATE. ^ 

No one can be more conscious than your President of to-day of 
the unfitness of one who has no claim to be called an economist 
at all to occupy the chair of this Section in succession to a long 
line of the most distinguished economists of the country. But 
it would be affectation on my part to ignore that I owe the 
dia^i notion, however little personally I may deserve it, to the 
fact'^at what our American friends call transportation problems 
are mJch to the fore at present, and that to those problems 
the professed economists of this country have unfortunately — 
for reasons that there is no need to discuss here — hitherto 
devoted but scant attention. And parmi les aveugles le borgne 
est roi. You will therefore not be surprised if your one-eyed 
king for the day directs your attention this morning to railways, 
and especially to the question which is in the forefront of politics 
at this moment in almost every part of the world — the relation 
of railways to the State. 

One word more by way of preface. I have said that these 
relations are being discussed at present all over the world. 
Ireland is no exception. There is at this moment sitting in 
Dublin a Viceregal Commission to inquire into the management 
of the Irish railways, and the question of State versus private 
ownership has been constantly brought up before it. \s I am 
a member of that Commission, I evidently could not, even if 
I desired to do so, express here any personal views on a matter 
which is directly referred to me in an official capacity. But 
it seems to me that while it is necessary for me to refrain from 
discussing the particular question of the detailed remedies which 

1 Presidential Address to the Economic Science and Statistics Section of the 
British Association for the Advancement of Science ; Dublin, September, X90B. 
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the special historical and economic position of Ireland may be 
thought to require, it is possible to discuss the whole question 
in an abstract manner. I propose, therefore, to treat the subject 
in the main in two aspects : the first, the history in outline of 
the relations between railways and the State in different coun- 
tries; and the second, the question of the factors which are of 
primary importance in any consideration of the matter. 

Ever since the year 1830, when the dramatic success of the 
Liverpool and Manchester Kailway first revealed to a generation 
less accustomed than our own to revolutionary advances in 
material efficiency the startling improvements in transport that 
railways were about to effect, theorists have discussed the 
question whether State or private ownership of railways be in 
the abstract the more desirable. But it is safe to say that in no 
country has the practical question, “ Shall the State own or 
not own the railways? ” been decided on abstract considerations. 
The dominant considerations have always been the historical, 
political, and economic position of the particular country at the 
time when the question came up in concrete shape for decision. 

The Belgian railways have belonged to the State from^be 
outset, because they were constructed just after Bej,f,ium 
separated from Holland, and (the available private capitaTi being 
in Holland and not in Belgium) lung Leopold and his Ministers 
felt that, if the railways were in private hands, that would mean 
in Dutch hands, and the newly-acquired independence of Belgium 
would be thereby jeopardised. Within the last few years this 
history has repc^ated itself, and the fact that the bulk of the 
Swiss railway capital was held in France and Germany was one 
main reason, if not the main reason, which induced the Swiss 
people to nationalise their railways. 

In Germany seventy years ago the smaller States were 
regarded as the personal property of their respective Sovereigns, 
almost as definitely as Sutherlandshire is the property of the 
Duke of Sutherland. And it was therefore as natural that the 
Dukes of Oldenburg or Mecklenburg should make railroads for 
the development of their estates as that the Duke of Sutherland 
should build a railway in Sutherland. 

Take, again, Australasia. In that region the whole of the 
railways, with negligible exceptions, now belong to the different 
State Governments, and the public sentiment that railways ought 
to be public property is to-day so strong that it is impossible to 
imagine any serious development of private lines. But at the 
outset the traditional English preference for private enterprise 
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was jast as strong there as it was at home, and it was only the 
fact that the whole of the available private capital was absorbed 
in the development of the goldfields, and that, therefore, if 
railways were to be built at all, public credit must be pledged 
and English capital must be obtained, that caused the State to 
go into the railway business. 

Take, once more, the case of Italy. In the days when Italy 
was only a geographical expression, the various Italian States 
experimented with railway management of all sorts and kinds. 
When, after 1870, Italy was unified, it was necessary to adopt a 
national railway policy, and the Italian Government instituted 
an inquiry whose exhaustiveness has not since been approached. 
The force of circumstances had indeed already compelled the 
Government to acquire the ownership of the railways, but the 
Commission reported that it was not desirable that the Govern- 
ment should work them. The railways were accordingly leased 
for a period of sixty years, running from 1884, to three operating 
companies, and it was provided that the leases might be broken 
at the end of the twentieth or the fortieth year. From the very 
ou^ct a condition of things developed which had not been con- 
templated when the leases were granted, and for which the 
leases made no provision. Constant disputes took place between 
the Government and their lessees. Capital, for extensions and 
improvements was urgently needed ; neither party was bound 
to find it ; and agreement for finding it on terms mutually 
acceptable was impossible of attainment. In the end the 
Government has been forced to cut the knot, to break the lease 
at the end of the first twenty years’ period, and for the last two 
years the Italian Government has operated its own railways. 
But it is safe to say that an a priori preference for State manage- 
ment over private management played but scant part in the 
ultimate decision. 

It is impossible to review, even in the merest outline, the 
railway history of all the countries in the world, but the instances 
already given wdll serve to illustrate my proposition that the 
position in each country depends not on abstract considerations, 
but on the practical facts of the local situation. Yet one cannot 
look round the world and fail to recognise that the connection 
between the railways and the State is everywhere becoming more 
intimate year by year. Whatever have been the causes, the fact 
remains that Italy and Switzerland have converted their railways 
from private to public. In Germany the few remaining private 
lines are becoming still fewer. In Belgium the process is prac- 
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tically completed. In Austria it is moving steadily in the same 
direction ; four-fifths of the total mileage is now operated by the 
State. In Eussia the story would have been the same, had it 
not been for the war with Japan. Even in France, whose 
railways have a very definite local and national history of their 
own, an Act for the purchase of the Western Eailway by the 
State was passed last year by the Chamber of Deputies, and 
has now, after much contention, been passed by the Senate within 
the last few weeks. But it is not without interest to note that, 
though a majority both of deputies and of senators supported the 
Bill, the representatives of the district served by the company 
were by a large majority opposed to it, while the commercial 
community of the whole of France, as represented by the 
Chambers of Commerce, were almost unanimously hostile.^ So 
far as can be seen at present, the purchase of the Western Railway 
by the State is not likely to be made a precedent for the general 
nationalisation of the French railways. Still, the broad fact 
remains that a scries of railway maps of the continent of Europe, 
constructed at intervals of ten years, would undoubtedly show 
an ever-increasing proportion of State lines, and that the ^st 
of the series would exhibit the private lines as very far beloy the 
State lines both in extent and in volume of traffic. ^ 

A word ought to be said of Holland , not only because Holland 
is a country with free institutions like our own, but because the 
railway position of Holland is unique. The railways of that 
country were built partly by the State and partly by private 
enterprise, but the working has always been wholly in private 
hands. Some ten years ago, however, the Dutch Government 
bought up the private lines and rearranged the whole system. 
The main lines of the cx>untry are now leased to two operating 
companies, so organised that each company has access to every 
important town, and railway competition is now practically 
ubiquitous throughout Holland. So far there are no signs that 
the Dutch people are otherwise than satisfied with their system. 
Now compare this with France. The French Government, 
though it has hitherto, except on the comparatively unimportant 
State railways in the south-west of the country, stood aloof from 
the actual operation, has always kept entire control of railway 
construction and of the allocation of new lines between the 

^ Further, it is common knowledge that the Senate only passed the Bill (and 
that by a majority of no more than three) because M. Clemenceau insisted that 
he would resign if it was not passed, and, though they disliked nationalisation 
much, they disliked M. Olemenoeau’s resignation more. 
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several companies. And the French Government has proceeded 
on a principle diametrically opposed to the Dutch principle. In 
France railway competition has, as far as possible, been definitely 
excluded, and the various systems have been made to meet, not, 
as in Holland, at the great towns, but at the points where the 
competitive traffic was, as near as might be, a negligible quantity. 
Now that questions of competition and combination are to the 
fore in England, and seem likely to give very practical occupation 
to Parliament in the Session of 1909, the yirecedenls on both 
sides are jxirhaps not without interest. 

When we turn from the continent of Europe to the continent 
of America the yKisition of atfaii's is vstartlingly dissimilar. The 
railways of America far surj>ass in length those of tbe continent 
of Europe, while in capital expenditure they are equal. State- 
ownership and operation of railw^ays on the continent of America 
is as much the exception as it is the rule in Europe. In Canada 
there is one comparatively important State railway, the Inter- 
colonial, about 1,500 miles in length. Though its earnings are 
quite considerable —about £20 per mile per week— it barely pays 
working expenses. I may add that in all the voluminous litera- 
ture of the subject I have never seen this line cited as an example 
of the' benefits oE State management. There is another small 
line, in Prince Edward Island, which is worked at a loss; and 
a third, the Temiskaming and Northern Ontario Railway, owned 
not by the Dominion but by the Provincial Government, which 
is too new to afford any ground for conclusions. 

The Federal Government of the United States has never 
owmed a railway, though some of the individual States did own, 
and in some cases also work, railways in very early days. They 
all burnt their fingers badly. But the story is so old a one that 
it would be unreasonable to found any argument on it to-day. 

In -Mexico, of which I shall have more to say directly, the 
State owns no railways. As for Central America, Costa Rica 
and Honduras have some petty lines, which are worked at a loss. 
Guatemala had a railway till 1904, when it was transferred to 
a private company. Nicaragua has also leased its lines. Colombia 
owns and works at a profit, all of wffiich is said to be devoted to 
betterment, twenty-four miles of line. 

In South America, Peru and Argentina own, as far as I am 
aware, no railways. The Chilian Government owns about 1,600 
miles out of the 3,000 miles in the country. Needless to say, 
private capital has secured the most profitable lines. The Govern- 
ment railway receipts hardly cover the working expenses. The 



506 THE ECONOMIC JOURNAL [DEC. 

Brazilian Government formerly owned a considerable proportion 
of its railway network of nearly 11,000 miles. Financial straits 
forced it some years ago to dispose of a large part to private 
companies, to the apparent advantage at once of the taxpayer, 
the shareholder, and the railway customer. About 1,800 miles 
of line are still operated by the Government, the receipts of 
which, roughly speaking, do a little more than balance working 
expenses. But it may be broadly said that the present Brazilian 
jx)licy is adverse to State ownership and in favour of the develop- 
ment of the railway system by private enterprise. 

The question of public ownership and operation was, however, 
raised very definitely in the United States only two years ago, 
when Mr. Bryan made a speech stating that his European 
experience had convinced him that it was desirable to nationalise 
the railways of the United States. For many weeks after, Mr. 
Bryan’s pronouncement was discuss^^d in every newspaper and 
on every platform, from Maine to California. Practically, Mr. 
Bryan found no followers ; and to-day , though he is the accepted 
candidate of the Democratic party for the Presidency, the subject 
has been tacitly shelved. To some extent this may have been 
due to the ludicrous impossibility, if 1 may say so with all resj^ot 
for a possible President, of Mr. Bryan’s proposals. Ip' “^rder, 
presumably, not to offend his own Democratic party, the tradi- 
tional upholders of the rights of the several States, he seriously 
suggested that the Federal Government should work the trunk 
lines, and the res^^ective State Governments the branches. Even 
if anybody knew in every case what is a trunk line and what is 
a branch, the result would be to create an organism about as 
useful for practical purposes as would be a human body in which 
the spinal cord was severed from the brain. Mr. Bryan’s 
proposal was never discussed in detail ; public sentiment through- 
out the Union was unexpectedly unanimous against it, apd it is 
safe to say that the nationalisation of the railways of the United 
States is not in sight at present. 

But though nationalisation is nowhere in America a practical 
issue, everywhere in America the relations between the railways 
and the State have become much closer within the last few 
years. Canada in 1903 consolidated its railway laws and estab- 
lished a Bail way Commission, to which was given very wide 
powers of control both over railway construction and operation and 
over rates and fares for goods and passengers. Argentina has also 
moved in the same direction. In the United States, not only 
has there been the passage by the Federal Congress at Washington 
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of the law aociending the original Act to Begulate Commerce and 
giving much increased powers to the Inter-State Commerce 
Commission besides various other Acts dealing with subsidiary 
points, such as hours of railway employ 6s, but scores, if not 
hundreds, of Acts have been passed by the' various State 
Legislatures, With these it is quite im}X)ssible to deal in detail ; 
many of them impose new pecuniary burdens upon the railway 
companies, as, for instance, the obligation to carry passengers 
at the maximum rate of a penny per mile. All of them, speaking 
broadly, im]X)se new obligations and new restrictions upon the 
railway companies. Not a few have already been declared 
unconstitutional, and therefore invalid, by the Law Courts. And 
when the mills of American legal procedure shall at length have 
finished their exceedingly slow grinding, it is safe to prophesy 
that a good many more will have ceased to operate. But for all 
that, the net result of Btato and Federal legislation in the Sessions 
of 1906 and 1907 will unquestionably bo that even after the 
reaction and repeal, which, thanks to the Wall Street panic of 
last year, is now in progress, the railways of the United States 
will in the future be subject to mu(*h more rigid and detailed 
Control by public authority than there has been in the past 
The reign of railway despotism, more or less benevolent, is 
definitely at an end ; the reign of law has begun. It is only to 
be regretted that the quantity of the law errs as much on the 
side of excess as its quality on the side of deficiency. 

Apart from its interest as a quite startling example of how 
not to do it, the recent railway legislation of the United States is 
only valuable as an indication of the tendency, universal in al? 
countries, however governed, for the State to take a closer control 
over its railways. Much more interesting as containing a definite 
tx)litical ideal, worked out in detail in a statesmanlike manner, 
is the recent railway legislation of Mexico. One may be thought 
to be verging on paradox in suggesting that England, with seven 
centuries of parliamentary history, can learn something from the 
Bepublic of Mexico. But for all that I would say, with all 
seriousness, that I believe the relation between the State and 
the national railways is one of the most difl&cult and important 
questions of modern politics, and that the one va/luable and 
original contribution to the solution of that question which has 
been made in the present generation is due to the President of 
tho Mexican Bepublic and his Finance Minister, Sefior 
Limantour. 

Broadly, the Mexican situation is this : The Mexican railways 
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were in the hands of foreign capitalists, English mainly so far 
as the older lines were concerned, American in respect of the 
newer railways, more especially those which constituted con- 
tinuations southwards of the great American railway systems. 
The foreign companies, whether English or American, naturally 
regarded Mexico as a field for earning dividends for their share- 
holders. The American companies further, equally naturally, 
tended to regard Mexico as an annexe and d6pendance of the 
United States. If they thought at all of the interest of Mexico 
in developing as an independent, self-contained State, they were 
bound to regard it wuth hostility rather than with favour, and 
such a point of view could hardly commend itself to the statesmen 
at the head of the Mexican Government. Yet Mexico is a poor 
and undeveloped country, quite unable to disi^ense with fon'igo 
capital ; and, further, it was at least questionable whether Mexican 
political virtue was sulficientlv firm-rooted to withstand the 
manifold temptations inherent in the direct management of 
railways under a parliamentary regime. Under these circum- 
stances the Mexicans have adopted the following scheme : For 
a comparatively small expenditure in actual cash, coupled with n 
not very serious obligation to guarantee the interest on necessary 
bond issues, the Me,xican Government have acquired sp.ch a 
holding of deferred ordinary stock in the National Eailroad 
Company of Mexico as gives them, not, indeed, any immediate 
dividend on their investment, but a present control in all 
essentials of the policy of the company, and also prospects of 
considerable profit w’hen the country shall have further developed. 
The organisation of the company as a private commercial under- 
taking subsists as before. A board of directors, elected! in the 
ordinary manner by the votes of shareholders, remains as a 
barrier against political or local pressure in the direction of 
uncommercial concessions, whether of new lines or of extended 
facilities or reduced rates on the old lines ; but — and here is the 
fundamental difference between the new system and the old — 
whereas under the old system the final appeal was to a body of 
shareholders with no interest beyond their own dividend, the 
majority shareholder is now the Government of Mexico, with 
every inducement to regard the interests, both present and 
prospective, of the country as a whole. The statement : 
*‘Bailways are a public service; it is right that they 
should be operated by public servants in the public in- 
terest,” may be in theory irrefragable. Unfortunately, espec- 
ially in democratically organised communities, the facts have 
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not infrequently refused to fit the theories, and the public 
servants have allovred, or been constrained to allow, the railways 
to be run, not in the permanent interest of the community as a 
whole, but in the temporary interest of that portion of the 
community which at the moment could exert the most strenuous 
pressure. The Mexican system, if it succeeds in establishing itself 
permanently“”for as yet it is only on its trial — may perhaps have 
avoided both Scylla and Charybdis. Faced with a powerful but 
local and temporary demand, the Government may be able to 
reply that this is a matter to be dealt with on commercial lines 
by the board of directors. If, on the other hand, permanent 
national interests are involved, the Government can exercise its 
reserve powder as a shareholder, can vote the directors out of office, 
and so prevent the continuance of a policy which would in its 
judgment be prejudicial to those interests, however much it might 
be to the advantage of the railway as a mere commercial concern. 

The history whose outline I have now very briefly sketched 
shows, 1 think, that whereas there is everywhere a tendency 
towards further State control, th(^ tendency towards absolute 
J^ate-ownership and Sta,te-o}Xiration is far from being equally 
universal. 1 shall have a word to say presently as to the reasons 
why Arri(‘rica shows no signs of intention to follow^ the example 
of continental Europe. Meanwhile it is well to notice that 
American experience proves also the extreme difficulty of finding 
satisfactory methods of control. Sir Henry Tyler said some 
five-and-thirfcy years ago in England, in words that have often 
been quoted since, “ If the State can’t control the railways, the 
railways will control the State”; and President Eoosevelt has 
again and again in the last few years insisted on the same point. 
” The American people,” ho has said in effect, ” must work out 
a satisfactory method of controlling these great organisations. 
If left uncontrolled, there will be such abuses and such con- 
sequent popular indignation that State-ownership will become 
inevitable, and State-ownership is alien to American ideas, and 
might cause very serious political dangers.” 

Perhaps some of my hearers may remember Macaulay *s 
graphic description of the passion that was aroused by Charles 
James Fox’s proposed India Bill ; it was described as a Bill for 
giving in perpetuity to the Whigs, whether in or out of office, 
the whole patronage of the Indian Government. The objection 
felt by American statesmen to handing over their railways to 
the National Government — for I think it may be taken for 
granted that if they were nationalised it would have to be wholly 
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under federal management, and that the separata States could 
take no part in the matter — is in principle the same. There are 
something like a million and a half men employed on the railways 
of the United States, say, roughly, 7 or 8 j>er cent, of the voters. 
Americans feel that rival political parties might bid against each 
other for the support of so vast and homogeneous a body of voters ; 
that the amount of patronage placed at thei disposal of the 
Executive Government for the time being would be enormous ; 
and that the general interests of the nation might be sacrificed 
by politicians anxious to placate — to use their own term — par- 
ticular local and sectional interests. How far this fear, which 
is undoubtedly very prevalent in the States, is justified by the 
history of State railways in other countries is a question 
exceedingly difficult to answer. Dealing with State railways in 
the lump, it is easy to iwint to some against which the charge 
would be conspicuously untrue. To take the most im- 
portant State railway organisation in the world, the 
Prussian system, no one, I think, can fairly deny that 
it has been operated —in intention at least, if not always 
in result — for the greatest good for the greatest numb(jr. 
But then Prussia is Prussia, with a Government in effect 
autocratic, with a Civil Service with strong esprit de corps 
and permeated with old traditions, leading them to regard them- 
selves as the servants of the king rather than as candidates for 
popular favour. An American statesman, Charles Francis 
Adams, wrote as follow^s more than thirty years ago: ‘‘In 
applying results drawn from the experience of one country to 
problems which present themselves in another, the difference of 
social and political habit and education should ever be borne in 
mind. Because in the countries of continental Europe the State 
can and does hold close relations, amounting even to ownership, 
with the railroads, it does not follow that the same coursq could 
be successfully pursued in England or in America. The former^ 
nations are by political habit administrative, the latter an^ 
parliamentary. In other wiprds, France and Germany are 
essentially executive in theif governmental systems, whfile 
England and America are legislative. Now the executive n/iay 
design, construct, or operate a railroad; the legislative ne|ver 
can. A country therefore with a weak or unstable executive or 
a crude and imperfect Civil Sc^rvice, should accept with cauiion 
results achieved under a goverlnment of bureaus. Neverthetess, 
though conclusions cannot be, adopted in the gross, there Ji^iay 
be in them much good food .for reflection.’* 
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I am inclined to think that the effect of the evidence is that 
the further a Government departs from autocracy and develops 
in the direction of democracy, tho less successful it is likely to 
be in the direct management of railways. Belgium is far from 
being a pure democracy ; but compared with Prussia it is deom- 
cratic, and compared with Prussia its railway management is 
certainly inferior. Popular opinion in Belgium seems at present 
to be exceedingly hostile to the railway administration ; official 
documents assert that, while the service to the public is bad, 
the staff are scandalously underpaid, and yet that the railways 
are actually not paying their way. There was, it is true, till 
recently an accumulated surplus of profits carried in the railway 
accounts, but the official figures have been recently revised, and 
the surplus is shown to be non-existent. 

The Swiss experiment is too new to justify any very positive 
conclusions being drawn from it ; but this much is clear : the 
State has had to pay for the acquisition of the private lines sums 
very much larger than were put forward in the original estimate ; 
the surplus profits that were counted on have not been obtained 

practice ; the economies that were expected to result from 
unification have not been realised ; the expenditure on salaries 
and wages has increased very largely ; and so far from there 
being a profit to the Federal Government, the official statement 
of the railway administration is that, unless the utmost care is 
exercised in the future, the railway receipts will not cover the 
railway expenditure. 

The Italian experiment is still newer. It would not be fair 
to say that it proves anything against State management ; but 
I do not think that the most fervid Etaiist would claim that, 
either on the ground of efficiency or on the ground of economy, 
it has so far furnished any argument in favour of that policy. 

Xf we wish to study the State management of railways by 
pure democracies of Anglo-Saxon type, we must go to our own 
Colonies. My own impressions, formed after considerable study 
of the subject and having had the advantage of talking with 
not a few of the men who have made the history, I hesitate to 
give. It is easy to find partisan statements on both sides ; for 
example, in a recent article in the Nineteenth Century, entitled 
‘‘ The Pure Politics Campaign in Canada,’’ T find the following 
quotation from the Montreal Gazette— b, paper of high standing- 
dated May 27th, 1907 : Every job alleged against the Eussian 
autocracy has been paralleled in kind in Canada. First, there is 
the awful example of the Inter-Colonial Eailway, probably as to 
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construction the most costly single-track system 4 in North 
America, serving a good traffic-bearing country, with little or no 
competition during much of the year, and in connection with 
much of its length no competition at all, but so mishandled that 
one of its managers, giving up his job in disgust, said it was 
run like a comic opera. Some years it does not earn enough to 
pay the cost of operation and maintenance (I may interpolate 
that its gross earnings per mile are equal to those of an average 
United States railway), and every year it needs a grant of one, 
two, three, or four million dollars out of the Treasury to keep 
it in a)ndition to do at a loss the business that comes to it. 
When land is to be bought for the road, somebody who knows 
what is intendexi obtains possession of it, and tjurns it over to 
the Government at 40, 50, and 100 per cent, advance. This 
is established by the recx)rds of Parliament and of the Courts of 
the land.’* 

Probably no one outside the somewhat heated air of Canadian 
politics is likely to believe this damning accusation quite 
implicitly ; but even if there were not a word of truth in it — and 
that the management of the Inter-Colonial Kail way is, fq* 
whatever cause, bad, appears, I think, clearly from the public 
figures — it is bad enough that such charges should be publicly 
made and apparently believed. lict me quote now from a 
document of a very different type referring to a colony very far 
distant from Canada : “A Memorandum relative to Railway 
Organisation, prepared at the request of the Railway Commis- 
sioners of the Cape Government Railways, by Sir Thomas R. 
Price, formerly general manager of those railways, and now 
general manager of the Central South African {i.e., Transvaal and 
Orange River) Railways, dated Johannesburg, February 22, 1907. 

''Political Influences — Disturbing Effect of. 

“ The drawbacks in the management of the railways in the 
Cape that call for removal arise from the extent to which, and 
the manner in which, the authority of Parliament is exercised. 
They are twofold in their character, viz. : — 

‘‘ ( 1 ) The practice of public authorities, influential persons, 
and others bent on securing concessions or other advantages 
which the general nianager has either refused in the conscientious 
exercise of his functions, or is not likely to grant, making repre- 
sentation to the Commissioner (as the ministerial head of the 
Government), supplemented by such pressure, political influence, 
or other means as are considered perfectly legitimate in their way,. 
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and arc best calculated to attain the end applicants have in 
view. 

“ (Many members of Parliament act similarly in the interests 
of the districts, constituents, or railway employes in whom they 
happen to be interested. It is by no means unknown for the 
requests in both classes of cases to coincide somewhat with a 
critical division in Parliament — present or in prospect — or other- 
wise something has occurred which is regarded as irritating to 
the public or embarrassing to the Government, and the desire 
to minimise the effect by some conciliatory act is not unnatural.) 

“ (2) The extent to whicli the fictitious, and often transitory, 
importance which a community or district manages to acquire 
obscures (under the guise of the Colony’s welfare) the considera- 
tion of the railway and general interests of the Colony as a 
whole.” 

“ (During the earlier period of my railway service in the Cape 
Colony few things impressed me more, coming as I had from a 
railway conducted on strictly business lines, than the extent to 
which the conduct of railway affairs was influenced by certain 
i^nditions. Nor was this impression lessened afterwards when, 
in the course of a conversation on the ma^tter, Sir Charles Elliott 
mentioned to me that he had more than once told a late Railway 
Commissioner, ‘The Government is powerful, but [mentioning 
the town and authority] is more powerful still.’) 

“I do not regard it as open to doubt that the Colony as a 
whole has suffered severely in consequence, the inland portions 
of the Colony particularly so ; and that the need for a remedy 
is pressing if the railways are to be conducted as a business 
concern for the benefit of the Colony. 

** Means of Securing Freedom from Political Influences, 

‘ ‘ The necessity for the railways and their administration 
being removed from such an atmosphere, and treated as a most 
valuable means of benefiting the Colony as a whole, whilst not 
neglecting the interests of a district (but not subordinating the 
welfare of the whole Colony thereto), is pressing. That there 
should be an authority to refer to in case of real necessity, where 
the decision or action of the general manager is not regarded as 
being in the public interest, is also clear. But it is equally 
manifest that the Commissioner or the Government of the day, 
with political or party consideration always in view, is not the 
proper court of reference. 
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** Political Influences as affecting Construction of New Lines, 

There can be little doubt that in the Cape Colony political 
considerations have influenced the adoption of new lines and 
their consti-uction — many, if not most of them, of an unprofitable 
character — without sufficient inquiry or information, often with 
scanty particulars, and possibly contrary to the advice of the 
officer afterwards entrusted with the construction and working 
of the line. 

Proposals for New Lines. — Procedure recommended. 

“A material change is imperatively necessary in this respect, 
if only to ensure the solvency of the Colony.’* 

It is sometimes conceded that improper exercise of political 
influence may be a real danger where railways are managed under 
a parliamentary regime by a Minister directly responsible to 
Parliament ; but that difficulty, it is said, can be got over by the 
appointment of an independent Commission entirely outside the 
political arena. History does not altogether justify the conteiy 
tion. The last Eeport of the Victorian State Railways gives a 
list of seven branches, with an aggregate length of 46 miles, 
constructed under the Commissioner regime at a cost of £387,000, 
which are now closed for traffic and abandoned because the gross 
receipts failed even to cover the out-of-pocket working expenses. 
It is not alleged, nor is it a fact, that those lines were constructed 
in consequence of any error of judgment on the part of the 
Commissioners. But in truth it is inherently impossible to use 
a Commission to protect a community against itself. In theory 
a Commission might be a despot perfectly benevolent and 
perfectly intelligent ; in that case, however, it can hardly be 
said that the nation manages its owm railways. But of course 
any such idea is practically impossible, because despots, however 
benevolent and intelligent, cannot be made to fit into the 
framework of an Anglo-Saxon constitution. In practical life the 
Bail way Commission must be responsible to someone, and that 
someone can only be a member of the political Government of 
the day. 

I have indicated wffiat in America, where the subject is much 
more carefully considered than here, is regarded as a great 
obstacle to a State-railway system ; but I have pointed out also 
that it is quite possible that statesmen fully alive to the dangers 
may yet find themselves constrained to risk them unless 
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some satisfactory method of controlling private railway enter- 
prise can be found. I do not think it can be considered that this 
has been done in England at the present time. In the main 
we have relied on the force of competition to secure for us reason- 
able service at not unreasonable rates; and as I still cherish a 
long-formed belief that English railways are on the whole among 
the best, if not actually the best, in the world, I am far from 
saying that competition has not done its work well. But com- 
petition is an instrument that is at this moment breaking in our 
hands. Within quite a few years the South Eastern Railway 
was united with the Chatham ; the Great Southern has obtained 
a monopoly over a large part of Ireland ; in Scotland the Cale- 
donian and the North British, the Highland and the Great North 
have in very great measure ceased to compete. If the present 
proposals for the working union of the Great Eastern, the Great 
Northern and the Great Central go through, competition in the 
East of England will be absolutely non-existent from the Channel 
to the Tweed. And one can hardly suppose that matters will 
stop there. In fact, since this address was in type a comprehen- 
sf^/e scheme of arrangement for a long term of years between the 
London and North Western and the Midland has been 
announced. We must, I think, assume that competition, which 
has done good work for the public in its day, is practically ceasing 
to have any real operation in regulating English railways. 

For regulation, therefore, we must fall back on Government; 
but how shall a Government exercise its functions? Regulation 
may be legislative, judicial, executive, or, as usually happens in 
practice, a combination of all three. But we may notice that, 
as Mr. Adams points out, in Anglo-Saxon countries it is the 
Legislature and the J udicature that arc predominant ; whereas 
in a country like France, which though a democracy is bureau- 
craticcClly organised, it is executive regulation that is most 
important. Now, the capacity of the Legislature to regulate is 
strictly limited; it can lay down general rules; it can, so to 
speak, provide a framework, but it cannot decide ad hoc how to 
fit into that framework the innumerable questions that come up 
for practical decision day by day. 

The capacity of the Law Courts to regulate is even more 
strictly limited. For not only is it confined within the precise 
limits of the jurisdiction expressly conferred upon it by the 
Legislature, but further, by the necessity of the case, a court of 
law can only decide the particular case brought before it; a 
hundred other cases, equally important in principle, and 
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perhaps more important in practice, may never be brought 
before it at all. Even if the Court had decided all 
the principles, it has no machinery to secure their application 
to any other case than the one particular case on which judgment 
was given. There was a case decided thirty years ago by our 
Eailway Commission, the principle of which, had it been gener- 
ally applied throughout the country, would have revolutionised 
the whole carrying business of Great Britain. It has not been 
so applied, to the great advantage in my judgment of English 
trade. Further, the great bulk of the cases which make up the 
practical work of a railway : “What is a reasonable rate, having 
regard to all the circumstances, present and prospective, of the 
case? Would it be reasonable to run a new train or to take 
off an old one? Would it be reasonable to open a new station, 
to extend the area of free cartage, and the like? ” — all these are 
questions of discretion, of commercial instinct. They can only 
be answered with a “Probably on the whole,” not with a cate- 
gorical “Yes” or “No,” and they are absolutely unsuitable for 
determination by the positive methods of the Law Court with 
its precisely defined issues, its sworn evidence, and its rigorolis 
exclusion of what, while the lawyer describes it as irrelevant, is 
often exactly the class of consideration which would determine 
one way or other the decision of the practical man of business. 

It seems to me, therefore, that both in England and in 
America we must expect to see in the near future a considerable 
development of executive government control over railways. 

This is not the place to discuss in detail the form that control 
should take, but one or two general observations seem worth 
making. The leading example of executive control is France ; in 
that country the system is worked out with all the French 
neatness and all the French logic. But it is impossible to 
imagine the French principle being transplanted here. For one 
thing, the "whole French railway finance rests upon the guarantee 
of the Government. The French Government pays, or at least 
is liable to pay, the piper, and has therefore the right to call 
the tune. The English Government has not paid, and does not 
propose to pay, and its claim to call the tune is therefore much 
less. Morally the French Government has a right — so far at 
least as the railway shareholders are concerned — to call on a 
French company to carry workmen at a loss; morally, in my 
judgment at least, the English Government has no such right. 
But there is a further objection to the French system : the oflScers 
of the French companies have on their own responsibility to 
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form their oWn decisions, and then the ofiioers of the French 
Grovernment have also on their own responsibility, to decide 
whether the decision of the company’s officer shall be allowed to 
take effect or not. The company’s officer has the most knowledge 
and the most interest in deciding rightly, but the Government 
official has the supreme power. The system has worked — largely, 
I think, because the principal officers of the companies have been 
trained as Government servants in one or other of the great 
Engineering Corps, des Mines or des Fonts et Chauss^es. But 
it is vicious in principle, and in any case would not bear 
transplanting. 

What wo need is a system under which the responsibility 
rests, as at present, with a single man (let us call him the general 
manager), and he does wffiat he on the whole decides to be best, 
subject however to this : that if he does what no reasonable 
man could do, or refuses to do what any rc^asonable man would 
do, there shall be a power behind to restrain, or, as the case 
may be, to compel him. And that power may, I think, safely be 
simply the Minister — let us call him the President of the Board 
oi Trade. For, be it observed, the question for him is not the 
exceedingly difficult and complicated question, ‘‘What is best to 
be done?” but the quite simple question, “Is the decision come 
to which T am aslced to reverse so obviously wrong that no 
reasonable man could honestly make it?“ 

And even this comparatively simple question the President 
would not be expected to decide unaided. He w ill need com- 
petent advisory bodies. Kailway history shows two such bodies 
that have been eminently successful “the Prussian State Railway 
Councils and tlu'. Massaclmsetts Railroad Commission. Wholly 
unlike in most respects, they are yet alike in this : their proceed- 
ings are public, their conclusions are published, and those conclu- 
sions have no mandatory force whatever. And it is to these 
causes that, in my judgment, their success, which is undeniable, 
is mainly due. Let me describe both bodies a little more at 
length. 

There are in Prussia a number (about ten, I think) of 
District Railway Councils, and there is also one National Council ; 
they consist of a certain number of representative traders, manu- 
facturers, agriculturists, and the like, together with a certain 
number of Government nominees ; and the railway officials 
concerned take part in their proceedings, but without votes. The 
Councils meet three or four times a year, their agenda paper is 
prepared and ciiculated in advance, and all proposed changes of 
No. 72.— YOL. XYIII. N ^ 
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general interest, whether in rates or in service, are brought before 
them, from the railway side or the public side, as the case may 
be. The decision of the Council is then available for information 
of the Minister and his subordinates, but, as has been said, it 
binds nobody. 

The Massachusetts Eailroad Commission is a body of three 
persons, usually one lawyer, one engineer, and one man of 
business, appointed for a term of years by the Governor of the 
State. Originally the powers of this Commission were confined 
to the expression of opinion. If a trade, or a locality, or indeed 
a single individual, thought he was being treated badly by the 
Massachusetts Eailroad, he could complain to the Commission; 
his complaint was heard in public ; the answer of the railway 
company was made there and then ; and thereupon the Commis- 
sioners expressed their reasoned opinion. The system has 
existed now for more than thirty years, and it is safe to say that, 
with negligible exceptions, if the Commission expresses the 
opinion that the railroad is in the right, the applicant accepts 
it ; if the Commission says that the applicant has a real grievance, 
the railroad promptly redresses it on the lines which the Commiri- 
sioners’ opinion has indicated. The success of the Commission 
in gaining the confidence of both sides has been so great that 
of late years its powers have been extended, and it has been 
given, for example, authority to control the issue of new capital 
and the construction of new lines. But on the question with 
which we are specially concerned here, the conduct of existing 
railway companies as public servants, it can still do nothing 
but express an opinion ; and it may be added that the Commission 
itself has more than once objected to any extension of that 
power. 

Mr. Adams, from whom I have already quoted, was the 
first Chairman of the Commission. He has described* their 
position as resting “on the great social feature which distin- 
guishes modern civilisation from any other of which we have a 
record, the eventual supremacy of an enlightened public opinion.’’ 
That public opinion is supreme in this country, few would be 
found to deny ; that public opinion in railway matters is 
enlightened, few would care to assert. But given the enlightened 
public opinion, one can hardly doubt that it will secure not merely 
eventual but immediate supremacy. In truth, as Bagehot once 
pointed out, a great company is of necessity timorous in con- 
fronting public opinion. It is so large that it must have many 
enemies, and its business is so extended that it offers innumerable 
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marks to shoot at. It is much more likely to make, for the 
sake of peace, concessions that ought not to be made than it is 
to resist a demand that reasonable men with no personal iiiterest 
in the matter publicly declare to be such as ought rightly to be 
conceded. 

To sum up in a sentence the lesson which 1 think the history 
we have been considering conveys, it is this : Closer connection 
than has hitherto existed between the State and its railways has 
got to come, both in this country and in the United States. 
Hitherto in Anglo-Saxon democracies neither State ownership 
nor State control has been over-successful. The best success has 
been obtained by relying for control, not on the constable, but 
on the eventual supremacy of an enlightened public opinion. 
Nearly twenty years ago, in the pages of the Economic Journal, 
1 appealed to English economists to give us a serious study of 
what the Americans call the transportation problem in its broad 
economic and political aspects. Since then half-a-dozen partisan 
works have appeared on the subject, not one of them, in my 
judgment, of any real scientific value; but not a single serious 
work by a trained economist. And yet such a work is to-day 
needed more than ever. Let mo once more appeal to some of 
our younger men to come forward, stop the gap, and enlighten 
public opinion. 

W. M. Acworth 

Sinco this address was delivered the Canadian Railway Commission has been 
enlarged and its personnel strengthened, as it has proved unable to deal with the 
increasing volume of business coming to it. 
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ON THE NATIONALISATION OF RAILWAYS. 


I. 

If we pass in review the history of the railway policies of 
various countries, we are led to the conclusion that these reveal, 
not arbitrary differences, but a variety of developrncuit in close 
interaction with the general political and economic conditions of 
the countrv. And a careful comparison of the world’s railway 
systems shows this to be no less true of the large and smaller 
German States than of Russia or the United States, with their 
very much greater dimensions. The advantages and the draw- 
backs of every possible system may have been never so impartially 
discussed, yet in the end the traditions and the difficulties, the 
existing political and economic conditions of each country have 
had the last word. 

In Germany, Switzerland, France and other Continental 
States, roads, canals and postal services had for centuries owed 
both their existence and their working to the central government. 
When the time came for the first railways to be built this ancient 
tradition stood the supporters of a State railway policy in good 
stead. And, even so, they did not have it all their own way, for 
in several of the smaller German States attempts were made to 
float joint stock railway undertakings, and it was only when the 
lack of available capital and the absence of business enterprise 
doomed these projects to failure, that a State railway system 
was finally decided on. In the kingdom of Prussia the plan, 
mooted in the reign of Frederick William IV. (1840), of con- 
structing a network of railways, met from the first with a favour- 
able reception. Unfortunately the enterprise that might have 
floated a joint stock company was wanting, and the Government 
was not in a position to step into the 'breach. For in 1820 the 
Crown had entered into a definite obligation not to borrow money 
without the consent of the nation. But to obtain this consent 
it would have been necessary to call a representative assembly 
into being, and this the Crown was not at all disposed to do. 
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Hence the'Government could raise no loan and build no railways. 
The only alternative therefore was to compromise by forming a 
joint stock company, with the State as guarantor of the dividends. 
In this manner the majority of the Prussian railways came into 
existence, and it was not until 1848, the year which saw the birth 
of a Constitution and the opening of a Parliament, that a State 
line: could be constructed. This was the Eastern Railway which 
linked up the capital with the eastern frontier. 

In spite of the satisfactory results achieved by the State control 
of the Prussian railways, the doctrine of laisser fairc and the 
references to the example afforded by England began about the 
year 1860 to gain the upper hand. To this cause can be traced 
the railway mania of 1872 and the crisis of 1873. The Parlia- 
mentary Commission of the latter year emphatically decided that 
a State railway 'system was the best cure for the disasters that 
had recently befallen the ]>rivate lines. After a few years’ hesi- 
tation the Government followed this advice, and as early as 1875 
a scheme was devised for an Imperial railway system which com- 
bined two main ideas — nationalisation and the establishment of 
uniform system for the whole Empire. When the second pro- 
posal was foiled by the opposition of the smaller States, which 
clung tenaciously to their individual independence, the Prussian 
Government decided to take over all the linos within its own 
dominion which still remained in jnivato hands. The smaller 
States followed suit, and there matters rested for the next thirty 
years. 

Switzerland affords another example of tlic way in w’hich the 
special conditions existing in a country have influenced the 
development of its railway {Xilicy. The building of railw^ays was 
here retarded by natural obstacles, and it was not until 1850 that 
the Federal ('oimcil called in two English experts, Robert 
Ste|)iienson and Swinburne, to its aid. Two years later, in 
direct opposition to the report of a Select Committee which had 
recommended a Federal railway system, a law was passed which 
paved the way for a system of private railway undertakings. The 
newly-formed Federal Constitution of Switzerland was not strong 
enough yet to entrust the union with such extensive powers, 
while the small cantons — the supporters par, excellence of indi- 
vidual independence — were too small for a system of State lines. 
The only alternative therefore was a system of railway companies, 
whose power, after forty years* development in the well-known 
manner typical of such organisations, was bound to come into 
conflict with the political powers of the Democratic State. ^ 
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The example of the Prussian and other G-erman StsCte railways 
showed the easiest way out of the difficulty. After several futile 
attempts to obtain effective control over the companies by the 
imposition of definite regulations, the country proceeded gradually 
to nationalisation. The difference between the course adopted by 
Switzerland and its prototype was mainly a matter of procedure ; 
the financial methods of the former under the influence of a 
Democratic Government were more complicated, and the progress 
of the undertaking was slower than in Germany. The first 
attempt made by the Federation to purchase the Central 
Kailway failed altogether, and the weapon successfully used to 
defeat the measure was the Keferendum (1891). The Govern- 
ment then resorted to methods better calculated to produce the 
desired effect on the majority of the nation, and obtained its end 
by invoking the popular hatred of capitalism and of the foreigner. 

II. 

It was in the days when the railw^ay mania in Prussia was at 
its highest that the Keport of the Joint Select Committee of both^ 
Houses of Parliament on “Railway Amalgamation” was pub- 
lished in England (1872). This big volume attracted my atten- 
tion, and led me to an historical treatment of the subject which 
occupied my entire time for the next few years. I spent several 
months in the reading-room of the British Museum, where the 
“Accounts and Papers,” comprising the complete set of Blue- 
books dealing with the history of English railway policy, were 
kept. I made a complete study of Hansard's Debates, the big 
quarterlies, pamphlets, &c., and supplemented these literary re- 
searches by many discussions with specialists on the subject. 
Armed with the fruits of these labours and a pile of Blue-books, 
I returned to Germany. 

What I gathered from these materials differed substantially 
from the reports on the railway policy of England spread during 
the past ten years by our German Free-Trade propagandists. 
These reports were not founded on fact, but were merely the 
application of the general principle that all blessings spring from 
free competition to .this particular domain. As a matter of fact, 
the connection which necessarily exists between the traditions 
and general political conditions of a country and its railway 
policy is nowhere more clearly visible than in England. It was 
not an abstract principle but the ancient institutions of the 
country which dictated the existing policy. England laid the 
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foundations -of her unity as long ago as the Norman Conquest, but 
until the present day she has been at pains to keep the centralisa- 
tion of her Government within the narrowest possible limits. 
This was only achieved by leaving to the municipality or to 
private enterprise many offices which the executive administra- 
tion of .the great Continental States had taken upon itself. This 
tendency is visible even in the development of roads and road- 
making. In this respect Adam Smith was in advance of the 
general opinion of his country when he wrote, in the conclusion 
of his chapter on the “Expenses of the Sovereign or Common- 
wealth” : — ” The expense of maintaining good roads and com- 
munications IS no doubt beneficial to the whole society, and may 
therefore without any injiisticc be defrayed by the general contri- 
bution of the whole society” (Book V., ch. v.). Such general 
contribution can only be levied upon the whole society where the 
duty of building the roads devolves on the State. 

In France the Government of the seventeenth and eighteenth 
centuries built roads and canals, whereas in England, even in 
the nineteenth century, complaints were rife about the deplorable 
tcondicion of the high roads, and the best service rendered to the 
means of communication had been the construction of canals 
begun during the last quarter of the eighteenth century. Since 
the opening of the Bridgewater Canal these private undertakings 
attempted to do for England what the Government was doing 
for France. And when the first railway was designed to connect 
Livei|X)ol and Manchester, and thus to run over the same classic 
ground which the first canal had covered, this and all subsequent 
railway undertakings in Great Britain entered on the path which 
the canals of England had followed for half a century. A tradi- 
tion thus arose which was throughout intimately connected with 
the development of joint stock undertakings, but the type of insti- 
tution which it produced was very different from what the sup- 
porters of the vulgar doctrine of free competition believed it to 
be. A single glance at the text of the Act of Parliament which 
sanctioned the construction of the Liverpool and Manchester line 
on May 7th, 1826 — consisting of 112 pages, gross folio — suffices 
to correct such an erroneous conception. Here we find the rights 
of the company quite formally conferred on it ; the authorisation 
to build a line with requisite bridges, tunnels, &c. ; powers to 
acquire the necessary freehold, careful directions regarding the 
construction of tunnels under the city of Liverpool. Level cross- 
ings on the public highway are altogether forbidden, and steam 
engines are ordered to consume their own smoke. Further, 
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detailed regulations are set forth for the constitution* of the com- 
pany, and very definite limits are assigned to the tariffs perK> ed, 
with the express stipulation that these shall be lowered so soon 
as the company’s dividends rise above 10 per cent. 

The really noteworthy feature of this Act is not so much the 
provisions which it contains, as the fact that the majority of 
these provisions were taken wdiolesale from the Canal Acts, j/assed 
fifty years previous to this date. The first Kail W' ay Act and the 
whole line of subsequent Acts are closely connected wdih the 
traditional policy, according to which we see the Government 
always at pains to safeguard the public interest in underiakings 
of this kind by a number of detailed regulations. »Tust as the Law 
of Turnpike Trusts led on to the Canal Acts, so the Caml Acts 
passed over into the Kailway Acts. This explains the anomalous 
clause 165 : “ All persons shall have free liberty to use tlie car- 
riages or roads for the purpose of conveying goods or passengers 
or cattle ” — which has often been quoted in so misleading a 
manner, and becomes so easily intelligible wdicn one rcmDmbers 
that it was simply copied, together with other more appropriate 
clauses, from the Canal Acts into the first and all subsequent^ 
Kail way Acts. 

Free competition in the true sense of the term has never 
existed in the English railway system. A certain degme of 
competition must, however, be admitted, which has arisen chiefly 
because Parliament granted its concessions, not on a consistent 
plan, like a French Council, but in an absolufely casual and arbi- 
tmry manner. In some cases it even aimed at encouraging com- 
petition between different companies. Nevertheless, as Glad- 
stone said in 1844 : “Railway competition are like lovers’ quarrels 
— breves inmicitiae , amiciiiae scmpiternac/' 

This meant that the amalgamation of railwray companies was 
an early development in the companies’ history, and that a 
general misgiving soon began to exist regarding the possible con- 
sequences of such a monopoly in private hands. From this to 
the idea of nationalisation was but a step. Even before the age 
of railways, whenever Parliament had been approached with a 
request for a concession for the supply of gas (1810, 1816, 1817, 
1824) the Earl of Lauderdale had offered the most strenuous 
opposition in the Lords to all Bills sanctioning the formation of 
a company for this purpose, on the grounds that such a monopoly 
should not be handed over to a commercial company. In view 
of the development of the railway companies on monopoly lines, 
this opinion became very general. Early in 1839 Mr. E. W. 
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Kawson delivered an address to the Royal Statistical Society, in 
which he compared the new Belgian State Railway system with 
the English system, very much to the disadvantage of the latter. 
At the same time, an Edinburgh Reviewer wrote : “Theory and 
experience alike conclusively prove that the State should control 
the railways ’ ’ ; and the same opinion is to be met in both Houses 
of Parliament. In the year 1844 a comprehensive Parliamentary 
inquiry was instituted, the result of which was the Act of August 
9th, 1844. “ After a period of twenty-one years,’’ so runs the 

second clause of this Act, “it shall be lawful for the Treasury to 
purchase every railway which shall be sanctioned either in the 
present or in any of the future sfsssions of Parliament. The pur- 
chase shall come into force at three months’ notice, and the pur- 
chase money shall amount to twenty-five times the average net 
prolit of the past three years.” 

Next followed the classical age of the Manchester doctrine, in 
which the dogma of non-interference achieved its greatest 
triumphs. Naturally enough exceptions can be quoted even 
here. When in 18G5 the twenty-one years prescribed by the Act 
wf 1844 had elapsed, a Royal Commission w^as appointed to inquire 
into the railway question. The chief subject of inquiry was 
the tariff problem, especially the differences which existed between 
various distances — in a word that asj)ect ol the railway question 
which specially brought out the incompatibility between a private 
railway system and the public ends which it was designed to 
serve. Nevertheless, the consequences of this incompatibility 
were not seriously discussed at this date. Only a single para- 
graph in favour of a State railway system was appended to the 
report in the form of a rider, by Sir Rowland Hill, the reformer 
of the Post Office. Even Gladstone, the ardent pioneer of the 
Inquiry and Act of 1844, declared in 1865, in his capacity of 
Chancdlor of the Exchequer, that the Government had no inten- 
tion of carrying into effect the provisions of the Act of 1844. 
Nor did the inquiry on “ Amalgamation,’’ instituted by the Par- 
liamentary Committee of 1872, achieve anything beyond the 
appointment of a new Commission on Railways and Canals 
(1873). It is true that the warning note sounded by Captain 
Tyler, one of the railway inspectors who gave evidence before 
the Committee, was frequently quoted. “ Ih the end,’’ so ran 
the statement, “ the country will be in the hands of a few com- 
panies, which will combine further among themselves until they 
form a single huge railway monopoly. The question will then 
arise whether the State shall control the railways or the railways 
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the State.” Very similar, if more cautious, was the pronounce- 
ment of Mr. H. T. Farrer, the Permanent Secretary of the 
Board of Trade, who set forth his views in an article on " Indus- 
trial Monopolies,” in the Quarterly Review. Even in the busi- 
ness world the movement had its supporters, and we find, firstly 
at Liverpool, and secondly at Hull and Plymouth, industrial 
magnates who raised their voices in favour of nationalisation. 

Since then thirty-six years have elapsed, years fraught with 
many economic and social changes for all countries — not excluding 
England. The factor of the greatest importance in this respect 
has been the democratisation of England, following on the elec- 
toral reform of 1867. This has found expression in fiscal changes, 
in the legislation for the protection of the working man, and 
especially the railway employee, and, above all, in municipal 
socialism, for the democracy can impose its will with less 
hindrance on municipal than on national politics, where the 
former ” ruling-classes” have kept a good deal of their influence. 
Hence the new socialistic spirit penetrated much more rapidly into 
the municipal transport services, gasworks, waterworks, and so 
forth, than into the corresponding national institutions. EveE 
here, howevejr, progress is not entirely absent. In 1861 Mr. 
Gladstone founded the Post O£0ce Savings Bank Department, and 
in 1868 the telegraph was nationalised and became another branch 
of the Post Office — that institution which had for centuries 
remained the solitary national undertaking of its kind. 

The foreigner is not, however, competent to judge of the 
prospects of so great a reform as the nationalisation of English 
railways. I will therefore confine myself to a short description of 
the experiences of Germany under this head. 


III. 

Under the influence of various political and economic condi- 
tions the railway policies of various countries have developed in 
different directions. But there is one experience which they all 
share. The undeniable fact that the greatest mileage by far is 
in the hands of joint stock companies must not on any account 
be regarded as the Verdict of the majority in favour of this system. 
In the most important countries — England, France, and the 
United States of America — the question of public versus private 
ownership has been a burning one from the very beginning, and 
never has the controversy raged more fiercely than in the present 
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day. On the. other hand, where nationalisation is an accom- 
plished fact no one would seriously think of questioning the 
institution. This has long been the experience of Germany, and 
more recently that of Switzerland. In England even, the same 
may confidently be asserted of the postal and telegraph services. 
Or has any sane person ever been heard — even when the wave 
of Individualism was at its highest — to demand that the Post 
Office should be freed from Government control and handed over 
to a joint stock company or to the play of free competition and 
private enterprise? Has any serious proposal been made during 
the past forty years to go back on the nationalisation of the tele- 
graph, except in that erroneous criticism of Stanley Jevons, who 
saw in the existing extravagant tariff a defect inherent in govern- 
mental administration? 

It cannot be denied that every system and every measure of 
social and political life has its drawbacks. Moreover, where the 
public transix)^ services are concerned unreasonable expectations 
and unjustifiable reproaches are never far to seek. But the real 
danger to which a national institution of this kind is exposed is 
tke demand that, owing to its public character, it should be run 
at a financial sacrifice, while the responsibilities which the State 
thus incurs are liable to be overlooked. An example of this 
danger was afforded by the adventurous projects of Messrs. Galt, 
Brandon, and others, who clamoured for nationalisation from the 
earliest days of railway construction in England, in the hope of 
securing a field for the realisation of their wildest fantasies. It 
is true that contemporary Germany, where a State railway system 
is in force, has not provoked childish follies of this kind. But a 
more practical and lasting sort of criticism has now come into 
vogue. The earliest opponents of Prussian railway nationalisa- 
tion had laid most stress on the objection that the finances of the 
State .would not be equal to the strain. When experience proved 
the contrary, and the State railways began to show considerable 
profits over and above the interest due, the opposition shifted 
its ground and reproached the system with being too “fiscal,'* 
that is, inclined to give too much prominence to considerations 
of profit for the revenues of the State. There have been some 
persons foolish enough or forgetful enough to hold up the company 
system as a pattern on which the State system might well 
endeavour to model its policy, while in reality the majority of the 
companies generally made much larger profits. Still, it has never 
been seriously proposed to revert to the old system of private 
enterprise. The State railways have become a national institu- 
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tion, whose details may legitimately be criticised, but which in its 
entirety is no longer open to question. 

And we must note this : there is nothing accidental about 
these institutions, for they develop according to an inherent 
necessity. The root idea is the same, whether we proceed accord- 
ing to the old English fashion of government, and safeguard the 
public interest by prescribing to these undertakings a course 
which will compel them to fulfil their obligations and serve the 
public need, or whether, under more favourable conditions, we 
carry the idea to its logical conclusion, and place the whole 
organisation into the hands of the State and the community. 
They are to be centralised institutions, organised on a single, 
consistent plan, and directed by the sovereign unity of a Govern- 
ment Executive. 

A critical survey of the Australian railway system has recently 
been published by an Americaii author (Victor S. Clark, the 
Quarterly Journal of Economics y May, 1908, Vol. xxii., pp. 399- 
451), following on a piece of work which was brought out by a 
Seminar of mine some considerable time ago. The article ends with 
the words : “ The evils predicted of Government ownership in tfie 
United States are not now apparent in Australia. Each country 
has i)robably followed the policy best adapted to its circumstances. 
To change that policy in response to a theory w^ould be unwise. 
If industrial conditions change in America in such a w^ay as to 
demand Government ownership it will doubtless come.*' 

I should be inclined to attack the problem for the United 
States and for Eurojxj from a different standpoint. It is not 
so much the industrial as the political conditions which would 
have to be altered before Government ownership could become 
possible, and the decisive question to my mind is not whether 
Government ownership is desirable from the industrial point of 
, view, but whether it is possible under existing political condi- 
tions. 

I would not venture to prophesy for any foreign country at 
exactly what date its political conditions will be ripe for the 
nationalisation of its railways. But just for this reason I venture 
to maintain that it is only a question of time alike for France, 
for England, and for the United States of America. 

The old fashioned but still popular method of instituting com- 
parisons between different countries and systems, in order to 
discover whether State railways or private companies offer cheaper 
rates, greater security of conveyance, more facilities, &c., is 
doomed to remain barren. Comparisons of this kind are apt to 
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leave out too ’many considerations, and they never get to the 
root of the matter. The real question belongs to a higher order 
of things, and is not to be answered in terms of quantities at all. 
It amounts to this—that the sovereign power of Society over the 
principal means of transport must not in the long run be left to 
private enterprise and profit-making companies. The attempts, 
howevet, to attain this end by making the companies conform 
to certain stipulations laid down by Act of Parliament, and to 
laws and regulations enacted from time to time, have been 
attended by various degrees of failure. The cause of this is 
simple enough. The essential condition for the efficiency of any 
method of communication, such as railways, the Post Office, and 
the telegraph, is the most thoroughgoing centralisation [Xissible. 
The more centralisation there is, the more order there will be, the 
more syst(uiiatic arrangement, the more safety, promptitude 
and cheapness. Hence the irresistible tendency for such insti- 
tutions to amalgamate into one great complex undertaking, even 
when there was originally no uniform plan and no centralisation. 
But every such amalgamation is a fresh step towards a monopoly, 
not dc jure, but de facto, a monopoly which is inimical to the 
public interest so long as it is not in the hands of the community. 
Hence the restless tendency to nationalise every monopoly — the 
only means of setting the matter at rest. For the State is the 
only rightful owner of a monopoly, and the sole trustworthy 
guardian of the public interest. 

It was in this spirit that, soon after the foundation of the 
German Empire, the scheme for a uniform State railway was 
placed in the forefront of the practical politics of the day. Here 
we have the first epoch-making measure directly antagonistic to 
the vulgJir tenets of laisser faire. The difficulties encountered 
were not due to any doubt that might exist regarding the expedi- 
ency of a uniform system of communication; they were based, 
not on economic, but on political grounds. The opposition came 
from the smaller German States, which clung with tenacious 
obstinacy to their independence, and were unwilling to make 
over to the central authority any more than they had already 
yielded at the foundation of the Empire. The consequence was 
that instead of having one great Imperial railway system, Ger- 
many had to put up with a number of small ‘State railways, the 
only large one among them being the Prussian State Eailway. 

' The expediency of a great uniform system has now been con- 
olusively established by the success of the Prussian State Eailway, 
which, thanks to the economies rendered possible by its high 



530 


THE ECONOMIC JOUBNAL 


[dec. 


degree of centralisation, has achieved a great reduction in its 
working expenses, and hence a large profit. And this notwith- 
standing that a generous price was originally paid to the dis- 
possessed shareholders; that the network of Prussian railroads 
has been extended by branch lines in all directions ; that the 
tariff rates and fares have been reduced, and the rolling 'stock and 
station yards renewed with a liberal hand. 

All this is in striking contrast to the indifferent success of the 
smaller German States, whose railroads cover so little space that 
the receipts are barely sufficient to pay the interest on the capital 
expended on their purchase, without drawing on the general 
revenue of the State. Their narrow railway policy may there- 
fore be said to have brought its own penalty in the shape of 
financial loss. Already, however, they have entered on the best 
way of repairing the damage. It is now ten years since the 
Grand Duchy of Hesse linked its railw^ay system on to that of 
Prussia, so as to share in tlu'. advantages of a uniform organisa- 
tion, and there is no doubt that in the course of time the other 
German States will be driven by the pressure of necessity to 
adopt a similar course. In a former article' I have alreadfy 
shown what an inen^asi ng benefit the profits of a State railway 
have proved during the past twenty years to the revenues of 
the kingdom. 

The Prussian civil servant is undoubtedly a factor of the first 
importance in the State railway system. As early as the middle 
of the nineteenth century the experiences of the country in this 
connection were distinctly encouraging. When the Prussian 
Government guaranteed the interest on the original railways, it 
reserved to itself the right of taking over the lines in the event 
of such a contribution from its funds becoming necessary. As 
soon as one of the railway companies availed itself of this privi- 
lege and consequently passed into the hands of the Government, 
the net profits of the line rose immediately, and no further 
contribution from the revenue was required. 

It may be true that the material of the Prussian Civil Service 
which is required for the State railway and other administrative 
functions has not by any means reached the level of absolute 
perfection. But this much is certain — the first indispensable 
condition of a successfully worked State railway system is a com- 
petent Civil Service. Indeed, among all the difficulties urged 
by American writers against the establishment of a State or 
Federal railway system in the United States, the most plausible 

1 Economic Journal, 1907, pp. 616-623. 
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argument is that the need for reform of the existing Civil Ser- 
vice, which comprises the administrative authorities of towns, 
States, and the Union, is already one of the most urgent problems 
of public life. If this fresh duty, requiring the services of a 
mighty army of new ofiQcials, were to devolve on the State or 
Union, the problem would be complicated beyond all measure. 

In 'the German States, and especially in Prussia, the tradi- 
tion of some centuries has produced the type of civil servant 
which is a sine qud non of this and other branches of public 
service. For, just as the success of private undertakings depends 
on the personality of individual chiefs and their assistants, so 
the public administration depends for its welfare on the character 
of its civil servants. 

Gustav Cohn 
University of Gottingen 



EARNINGS AND SURPLUSES. 


In order to explain how the annual income of a nation is 
distributed, economic science has adopted the method of first sup- 
posing that the total amount of that income can be regarded as 
one sum — a National Dividend. The production and consump- 
tion of the goods which constitute this income go on, however, 
from day to day, without any obvious control of the intermittent 
consumption by thc^ total production over a given time. Eor this 
reason it may bo held that the term Dividend is only a verbal 
simplification of the problem of distribution, and that it derives 
its acceptance from the; analogy of company finance, where a 
definite sum of profits is distributed at a definite time. My first' 
purpose in this [laper is to argue that this conceyition of a Dividend 
can be regarded in two ways, as a deductive supposition, and as 
an inductive summary ; and that it is the latter of these which 
is the more helpful. 

The principle upon which the amount of national income is 
distributed to each agent is held to be that of “ marginal eflSci- 
ency.” This articulation of the theory of the Dividend is the 
special feature of recent analysis. My second purpose is to show 
that some at least of the prejudices which this theory has to over- 
come arc due to confusion between a popular and a scientific use 
of the term ‘ ‘ marginal ’ ’ ; that there is a difference between 
“real” and “analytical” margins. The, former arc limiting 
cases, empirically given ; the latter are the last stages in a process 
of thought which is bound to certain assumptions. The question 
is of more than theoretical interest, since it affects our view of 
the fairness of a distribution of wealth upon this basis ; and if wre 
take the wrong view of what “ marginal ” means, we lend support 
to the contention that wage-earners are exploited. 

Again, the theory of a Dividend distributed on a marginal 
principle raises further points of difficulty. The chief of these, 
especially if we take the inductive view of the Dividend, is that 
margins imply surpluses ; we have to reconcile the fact that all 
individual consumers and producers realise surpluses, with the 
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view that the Dividend is distributed without residue. This 
reaction of the general point of view upon the instances from 
which it is derived is of special importance to the teacher of 
economics. 


I. 

Economics is as much entitled as is any other science to 
present a number of individual cases, or a frequently recurring 
]>r()cess, under the form of a summarised result. There are some 
sci(mces in which this method is more available than it is in 
others ; thus the sciences which deal with material bodies that 
are durable can jiresent these as an actual sum more easily than 
can, the sciences which deal with processes or created 
goods which are quickly consumed. In the former case, 
a real addition is more possible than in the latter; contrast, for 
instance, physical bodies which can co-exist with sensations which 
8uc*-cced each other. In economics we are near to the latter kind 
of instance ; but it is deisired, in order to present a general view of 
a* number of processes over a certain period, to obtain the most 
feasible method of getting a summarised result. That is the aim 
of the National Dividend. 

The idea of this Dividend can be presented in two ways. 
The first, and more abstract, is as follows : —We take the most 
general conception of economic; science — conijx;tition ; and we 
procec'd to say that all the created wealth of a nation must lx* 
supposed, for theory’s sake, to be aggregated, and then divided 
among the ju’oducers. Further, we must suppose that the*, 
distribution is made first to the three agents of f)roduction in 
general — Land, Labour, and Capital; and that thereafter wealth 
is subdivided within these groups to different kinds of Land, 
Jjabouv, and Capital, until wo come down to individuals. That 
is to say, we start from a general economic conception of competi- 
tion, and supixise that on this basis a purely deductive presenta- 
tion can be made of a general and a special distribution, although 
usually this analysis stops at the general distribution to the three 
industrial factors regarded as groups. Finally, we have to sup- 
pose that, competition being the guiding idea, the division so 
made between Land, Labour, and Capital will correspond in some 
way to their relative efficiencies in producing the sum that is 
being divided. In this general way the economists for somo4ime 
indicated a deductive supposition ; and Dr. Cannan calls this the 
notion of Distribution Proper. It appears unfortunate that this 
No. 72.— VOL. XVIII. o 0 
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name should be reserved for so abstract a process. It requires us 
to imagine wealth distributed from this fund to Land, Labour, 
and Capital separately ; whereas, in fact, the industrial unit is 
an inseparable combination of these three. The fund of goods 
it imagines has no indicators of relative values; it is simply a 
stock of quantity. There is no suggested principle of division ; 
how can we know by deduction how com]:>etition articulates itself 
in the industrial mechanism? The theoretic simplicity and neat- 
ness of this method of presenting the meaning of the ]3ividend 
are bought at too great a price. Only to the very simplest indus- 
trial conditions would it be applicable. 

On the other hand, w^c can proceed as follow^s. Wc can cal- 
culate the wages which any workman receives in a year, and so 
obtain the total sum paid in wages ; and w^e can do the same 
w'ith rents and profits. We can then say that, although the wages 
of the first month have been spent by the end of the year, the 
wages-bill n‘presents tlie total amount of the year’s produce that 
has goTKi to labour; and w’o can regard it as one sum without 
going b(\yond the most ordinary use of scientilic conceptions. 
Y urther, we can observe how', in each particular industry dr 
business, the amount of wages })aid is determined; and we can 
tlum transfer the principle so observed to the summarised case 
of all wages togedher. If the value of tlui marginal net product 
d(>(ides every wage, wc can say it d('cides tluj wages-bill. But 
this is qiiit(‘- different from spt^akiiig of the marginal iitility of 
“labour in general,” as Distribution Proixu’ requires us to do. 
In this second method of representing the sum of national 
w(*alth, we recognise that a simultaneous sum is not the fact, 
but is a legitimate method of summing up a number of facts; 
wo eWe presenting a summarised result, not a g( moral competitive 
couccqytion. Again, tlie f)rinciple of division is derived induc- 
tively. Wo havt^ still to realise that, although the stock of goods 
is marked with the relative values which observation of the com- 
petitive prf)cess gives us, no period of timci will keep us free from 
the infliicncc of “ futures ” ; the JSiational Dividend will always 
be affected by this. But in an annual period at least seasonal 
influences are allow'ed for, so that the Dividend is the year’s 
product regarded ^ as a sum divided out to the factors that have 
produced it. The idea of the Dividend is not therefore to be 
taken as a starting point for economic deduction ; it is an induc- 
tive ^unmary, an idea full of constant reminders of the particular 
cases from which it has been derived. No scientific method 
is more usual or legitimate than this. 
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Care has to be taken in transferring the idea of a dividend 
from the particular to the general case. In an individual busi- 
ness the dividend is after deduction of wages, and of labour 
embodied in materials. But the National Dividend must includ(^ 
all wages, so that the question arises what is meant by the net 
annual product of a nation. How, in a National Dividend, is it 
possibTe to make any such deductions from the gross product as a 
single business makes, if such deductions arc paid as wages or 
profits to any persons at all? The nature of such deductions 
may be represented by supposing that land, capital, and stocks 
of materials have been hired by the community without rental ; 
labour must be devoted to the up-keep or restoration of these, 
which draws on the new wealth of the country for wages, while 
its own products are mortgaged. 

The distribution of the net )>roduct or Dividend is without 
residue, since it is a simple sum of wages, rents, and profits 
actually paid. And it is to persons, although paid in respect of 
all productive capacities, material or personal, that are owned 
b^y persons. 

The cases in which the use of this generalised result is most 
necessary, are those in which money-values obscure iji the par- 
ticular the nature of real values. Hence the use of the conception 
of the Dividend in solving the problems of “ Over-production ” ; 
of the meaning of Great Fortunes, and the national effects of 
concentration of wealth ; and of international comparisons of in- 
dustrial prosperity. 


II. 

We have now to ask the question, to what extent this general 
view of the distribution of the annual production of a nation 
enables us to regard the process as equitable. The basis of the 
economic theory, as we have seen, is that, in each of the particular 
instances which go to make the summarised result the rate of 
payment to each agent depends on marginal results. All services 
of a certain kind are paid at a rate which some of them are just 
efficient enough to deserve. If, however, some of these services 
can be distinguished from other's at all this must mean that they 
are of different efficiency, and ought in fairness to be paid at a 
different rate. How, then, are we to justify the determination 
of wage-rates on the above basis? 

The suspicion with which some economists, and many popular 
writers, regard the “ way of margins ” is based on a double use 

() o 2 ^ 
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of the word. In popular speech a marginal case is a limiting 
case ; and this means that some one defitiite unit or group is 
marked off from others because^ it possesses some quality in a 
special degree. In this sense the least efficient man of any grade 
would be called marginal from tlu‘ (‘m}>loyer's point of vi('\v, sinei^ 
no one with a less degree^ of skill would be worth empl()ying in 
that grade; while from the Trade Union point of view the most 
efficient man in that grade would be regarchal as marginal, since 
anyone with more skill w^ould be classed at a higher standard 
rate. Or, again, in this }X)pular sense of the word, tlie penulti- 
mate visit to the well of tlie pitcher in the proverb was its mar- 
ginal visit; or legislation, and the rules of societies, which attach 
penalties to certain acts, are aimed at marginal cases—that is, at 
those persons who wdll break them if they possibly can. Urns 
there is a current use of “ marginal/’ according to wdiich definite' 
instances are in view% these', being extreme instances; and, if this 
sense of the word were unelerstood in (‘conomie science, it would 
appear unfair to determine wages and salaries on a “ marginal ” 
basis. Tlie “ common rule ” would not do if the rates were fixi^d 
a|; limiting positions. Yet, even within economic science, we 
do sometimes appear to meet this use of the word. Thus (‘conom- 
ists may speak of the marginal acre of land, and be understood 
to mean a deffinite acre of low efficiency. Or they may designatci 
as on the margin of employment those workmen wdio, being on 
the less regular stafl’ of a firm, would be dismissed first during a 
depression. 

These last instances would be lapses from accuracy into the 
popular use of the word. The theory of the margin does not 
imply definite instances or units, separated by special degrees of 
some quality. What it does imply is that a certain scientific 
analysis has reached a point beyond wdiicli it cannot j^roceed 
without violating its assumptions. In the absence of special 
evidence to the contrary, it is an economic assunqition that no 
employer will give more than he gets; if, therefore, in the 
analysis of wage-rates, we come to a jioint beyond which we 
should have to assume charity, we arc^ (‘utitled to call this the 
limit of the analysis. It is the rate wdiicdi is thus determined ; 
no si>ecial workman fixes it, although the mental process of 
examining how it is fixed may require us to suppose the workmen 
employed and supervised one by one. We cannot decide upon 
fair wages by supposing all the worknu'n withdrawn, and finding 
the difference to the firm ; therefore we must suppose a certain 
small number withdrawn, till a calculable difference is made in 
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the value of the output; this difference, reckoned at its net 
amount, is the wage that can be paid to that amount of labour. 
No definite workmc^ri in the firm are withdrawn ; there is no mar- 
ginal man who fixes everyone else’s wages ; it is an analytical, not 
a real, margin that is implied. It is no answer to this to hold 
that wages are, in fact, (lotermiiK'd by Trade Unions. A Trade 
Unioi) might insist on any wag<' it liked, but the amount of 
labour em]>loyed would decrease until, in view of the rise in 
prka^ of the piuduct of the firm, each man w^'is just worth the 
wage. The theory of the “marginal workman,’’ if understood 
to im[)ly that wages are determined by the definite workmen of 
lowest (Tficieney, might evidently be quoted as scientific con- 
firmation of the vi(‘vv that all workmen are exploited. Perhay^s 
therefore the following analogy, though not quite an exact one, 
may be useful. If ] vote for a motion which is carri(id by one 
voi(u th(* 7 ‘o is a sense in w^hich I may say that my vole di'cided 
the question, and was therefore the marginal or critical vote. 
Put anyone els(' wdio voted with me. may say the same about his 
vote. There is no (hfiyiitr margijial vote; but if wu sup[X)so the 
•vott‘s cast successively, and that I voted last, then my vote might 
be ri'garded as marginal. This is only an analytical method : it is 
really the total number of votes on my side which determines the 
value of eacli. 

The marginal wage moans, then, only the w\ago which 
ernployc^rs are willing to jyay, the number of WDrknKUi being what’ 
it is ; and our qu(‘.stiofi is as to our rigJit to regard distribution on 
this basis as fair. Coiii]>ctition of masters will t(ind to equate 
wage-rates to the net value of a man’s work to his employer. 
Does this give an efficiency theory of w\ages? 

This theory would not be prejudiced even if every employer 
w'ere to deny that he acted on it, since it is not necessary to the 
existence of an influence that all whom it affects should realise it. 
In the same way, a good cook may not know how to spell albu- 
minoid. But it is necessary to standing of a theory that its 
assumptions shall correspnd with real conditions ; and in this 
case thevo are two such assumptions — the emidoyment relation, 
and the su2)ply of labour in bulk. In other wurds, the wage 
2>ayable to a workman can, even theoretically, bo made equal to 
his productivity provided that : (a) There is some supervision of 
his woik, and more or k^ss conscious estimate of its 
value, and that (b) this su2)ervisor could estimate the 
effect, on the output of his business, of the withdrawal of 
a certain quantity of labour. Jn the case of workmen these two 
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conditions are satisfied, so that the correspondence, of marginal 
wage-rates to efficiencies would seem to be made out. But there 
is this qualification, that we obtain from these assumptions wage- 
rates which measure the value of work done to certain employers 
and under a certain industrial system. A final judgment on the 
fairness of wages requires some consideration of the employers 
and of the organisation of industry. Only so far as these also 
are efficient do wages measure the social value of labour. Such 
questions arc here suggested as — Is the wage-relation better than 
a co-partnership system or a co-operative w^ork system? Is direct 
employment by the State more efficient than the whole competi- 
tive system of private trading? It is an entirely fallacious optim- 
ism to supp(jse that, because efficiency wages are paid under 
existing industrial conditions, therefore these conditions should 
not be changed. 

There is a further difficulty. The two conditions stated above 
do not apply to the salaries of managers or directors of firms. 
Managers are employed, but not in bulk, so that the method of 
j>artial diminution could only be ap]>lied to their hours of labour, 
and it may be doubted if this can even be supposed workable. 
Directors are not employed or su|.vervised at all ; no one con- 
sciously measures the efficiency of firm against firm as the 
jnanager measures man against man. Tlie whole theoretical 
machinery of wage-determination seems to break down for the 
higher forms of wages. And if wc cannot prove th('. efficiency 
theory for managers, it breaks down for the men they manage. 

The answer has been made that we can prove the theory 
generally by supposing that there is continuity between lower and 
higher forms of wnrk. If the wages of skilled men are on an 
efficiency basis, and the most skilled men can rise to be managers, 
there wdll be real competition between managing and manual 
labour, so that the wages of the former will differ from those of 
the latter just by the difference of efficiency. There appears to 
be a circle in this reasoning. Workmen’s w^ages are not proved 
to measure efficiency unless we know that the managers are 
efficient ; the proof of the efficiency wage of the managers cannot 
therefore be derived by continuity from existing manual wage- 
rates. 

Finally, tlie efficiency theory applies only to the earnings of 
work. But though capital produces it docs not acquire, and a 
large part of the income of certain persons is paid in respect of 
the earnings of capital owned by them. It is not the result of 
ecPBomic theory, even so far as that is an efficiency theory, that 
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incomes are^on a basis of personal eflSciencies. And as a great, if 
not the greater, part of Socialist contention rages round the hold- 
ing of property and the incomes derived thereby, it is plain that 
too great claims should not be made for the efficiency theory of 
earnings as a reply. 


III. 

We have now to face a further difficulty connected with the 
method of marginal values. It is held that all economic trans- 
actions show surpluses, to both producers and consumers. The 
consumer pays for an article less than he would have been willing 
to give rather than go without it ; the producer always finds some 
parts of his capital working at greater advantage than other 
parts, though the return to both is fixed by the same market 
price. But if the notion of a margin implies that of a surplus 
on all purchases or investments that are above the margin, will 
there not remain, after the whole National Dividend is distri- 
butt‘d on a marginal basis, the sum of these surpluses as a 
•remainder? How can we say that the Dividend, if divided on 
the marginal principle, is divided without residue? 

This is a very natural difficulty. It is not mot by the nfply 
that there are always national savings. These savings have been 
allowed for in the distribution, and imply only that some of the 
divided goods are of the nature of durable machinery, not of the 
nature of directly consumable articles. 

The general answ^er to this difficulty is, that the surpluses 
or savings so realised on certain goods reappear as the outlay on 
other goods. What the producer saves is re-in vested, and with 
his savings the consumer buys these further products. It is clear 
that, if a man spends his whole income, he has not paid less for 
goods in general than he could have been made to pay ; his surplus 
is due to the fact that at one level of prices he obtains more goods 
than at another. And the lower level of prices moans, from the 
side of supply, that there are more goods in the total stock. 

Surpluses do not therefore trouble us in the whole National 
Dividend, which is distributed without residue, and yet on a 
marginal basis. But this difficulty itself — which I nave found 
frequent among students —calls for great caFe in the exposition 
of the theory of consumers’ surplus. The reply is more easily 
made on general grounds than by reference to the consumers’ 
demand for individual articles. The latter would require us to 
suppose that goods could be arranged, or grouped, in order of 
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desirability to the consumer, so that the surplus on necessaries 
Was spent on luxuries, and so forth. It “is truer to the facts to 
say that there is a constant interaction between the demands of 
an individual for different quantities of each of a number of goods, 
so that surpluses and outlays are inextricably and simultaneously 
involved in each other. Only thus can we maintain that each 
demand curve represents an effective demand and a real surplus, 
and that, at the same time, the surplus on each commodity is 
actively employed elsewhere. 

A further objection may be made to the theory of producers’ 
surplus, on the ground that it implies a tendency of profits to 
ineijuality. For, since profits on the marginal investments must 
be normal, it follows, if thc'rc are intra-marginal invi'strnc'nts, 
that on the total outlay profits are always more than normal. 
This objection is met, in the case of free capital, by the cost of 
shares in businesses according to the rate of their profits ; and, as 
no one would buy shares at a premium who could invest capital on 
his own account, it is implied that such investment could not b(! 
made at once, aiid that therefore the variable surfilus gains on 
capital alreiwly invested can properly be regarded as of the nature 

of rents. 

1 


D. H. MACGEEdon, 



AITEECIATIONK OF MATHEMATICAL THEORIES 

{continued^ 


III. Ar,L that precx'dciK may i)o roganhul as mrrely preliminary 
to the beautiful matluauatic-al (onstruction on whicli ?^1r. Bickor- 
dike mainly rests his thc'ory. In building up this (nlifiee of seience 
ho employs certain unessential simplifications, whiedi may be 
regard(Hl as a sort of scaffolding. 1 shall first describe, then ('on- 
tcinplate in use, then remove, three pieces of this subsidiary 
apparatus. 

First (a) it is supposed that the demand-curve and the supply- 
curves emjdoyed are of the simple kind which Dr. Marshall 
has d(‘fined as curves of constant elasticity.- Perhaps the 
relevance of the concept “elasticity” to the present investiga- 
tion may b('. made ch'arer to readers of the chissical schoot by 
observing that the distinction between elasticity of d(irnand 
greater or loss than unity ^ corresponds to the distinction between 


' Soo the prccodiug number of the Economic Jouknau 

- Bickcrclilve, Economic Jotiknal, 1897, p. 101 ; Marshall, Frhicijdes of 
EcenumneSy Mathoraatioal Note iii. 


3 Soo J. S. Mill, Pol, Econ.y Book III., ch. xviii. § 5 ; and above, p. 395. If the 
“linen” which the home country imports is demoted by a,, the cloth which she 
exports by aj, it may be shown that the home country belongs to Cla.ss E or I 

according as -I-- is positive or negative ; where aj and a, are connected by a Supply- 

(iuo 


and-Domand curve of the kind proposed by Marshall for the “pure theory of 
foreign trade ” (Soo Pantalooui, Principii di Economm Pura, or the English 
translation thereof, for an authorised verhion of Marshall’s doctrine). The equation 
to this curve may bo written — if with Mr. Bickordike wo put 

y-f^[x) for the equation of tho home country’s demand for imports, and 
for her supply of exports, y denoting price in a money which (as postulated in our 
text) IS peculiar to the country. Accordingly 

doLi 

(by the usual rule for tho differentiation of an implicit function) 


ill the (slightly varied) notation of Mr. Bickerdike, who (after Marshall, Prv^iciplesof 
Economics^ Mathematical Note iii), puts for the measure or coefficient of elasticity 
of demand, tho of the (negative) increment of commodity corresponding to a 

(positive) increment of price, and (without, I think, MarRhair.s authority) extends 
this notation to elasticity of supply. Thus (--e,), e, being the negative of t}ie 
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Miir^ first and third varieties of demand — the E and I of our 
first section. This distinction persists, though the levels of price, 
according to tlie usual conception of international’ trade, may 
alter. 

ib) A second siniplitication is (‘fleeted by imagining each 
country to use a money peculiar to itself. This money, as I 
understand, may bo conceived as of the kind which Eicardo 
usually presnppos(^s, the kijid of which he says, “ I shall suppose 
it to be invariable.” ^ We might imagine the national money 
in Mr. l^i(*kerdike/s system to bo an inconvertible (or at least 
unexportnble) curr(‘-ncy, regulated, as some theoriKsts have pro- 
posed, so tliat its value sliould rcauain constant. Constancy of 
value might be s(‘(‘ured by one of the nudhods of measuring the 
value of money which 1 luive els(‘wh(‘re dc'seribed, preferably the 
one called Ricardo’s M(‘thod, or the Labour Standard.^ 

(c) It is furtlun* ])ostulated that supply and demand on the 
part of the ('oniin unity are ndated in the simplest possible 
manner to the supply and dcmiaiid on tlu* part of the individuals 
which make up the community : tlu' colh^ctive demand (at any 
assigned price') being the sum of the demands of the individuals 
(at that price) ; and likewise the community’s su})ply (at a price) 
beiiig the sum of the amounts suppli(^d by the individuals (at 
that pric('). 1 propose* 1o (l('tine this chiss of curve as primary)^ 
taking bc'twecn primary and .secondary tlu* (listir)ction drawn by 
‘Mr. Cunynghame betwe3en the simpler and tlu*. more (‘implicated 
curves which he has described in a W(dl-kno\\ n article.^ 1 assume 


increment of supply corresimuding to an increment of is positive, the third of 

the postulates in the text being granted. Also /j{oi) and denoting prices, are 

dai> 

e.ssontially positive. Therefore is positive nr negative according as l/c^ is less 

or greater than unity. Therefore tliehomc country belongs to Class E or I according 
as <»rfis greater or loss than unity. 

^ Principles, ch. i. §0. 

- Report of the British Association for 1889, p. 486. 

As in my TJueory of International Values, Economic Journal., Vol. IV. 

See Economic Jouunai., Vol. II. p. 85, and for my interpretation of Mr. Cunyng- 
hame’s distinctions, Vol. XV. p. 63. As I understand, the two kinds of relation between 
price {y) and (iuaiitity of commodity supplied {x) may be symbolised by one form 
y^tpix, x) ; whore x is treated as constant when the curve is primary, is identified 
with X when the curve is secondary ; the dependence of ip upon x corresponding to 
the “external economies ” varying with the scale of production, or more generally to 
the influence which the action of all has on the “ dispositions and disponsibilities ** 
(in M. de Fovillo’s apt phrase) of each. Demand-curves may be similarly divided. 
For example, represents primary supply-curves inclined positively at 

an angle of 45®, a secondary supply-curve inclined negatively to the abscissa at an 
angle of about 26^34'. Likewise i/-i-a? = 2— x) represents primary curves inclined 
negatively at an angle of 45 a secondary demand curve inclined negatively to 
^ the abscissa at an angle of about 62® 26^ 
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that primary demand-curves are always inclined negatively, and 
primary supply-curves positively, to the abscissa. 

With the aid of these three postulates, by a chaste use of 
mathematical reasoning, Mr. Bickerdike establishes his two 
propositions. Obtaining an expression for the rate at which 
advantage increases with the increase of a small tax, he infers 
the first proposition from tlie sign of that expression, and the 
second proposition from its magnitude.^ “ The formula shows 
only the tendency of a very small tax,” as he observes. But 
we may extend the reasoning from a very small , to a small tax — 
from an infinitesimal, to a small finite change in tlie independent 
variable— by a procedure which Cournot has largely employed 
in investigating the ofiects of taxation.- Begin wuth a very small 
tax levied by the home Government from buyers of foreign 
commodities. If every buyer has to contribute to his Govcuai- 
nient so much on each purchase, his cfl'cctive demand will be 
altered much as the demand of a customer for goods sold a.t a 
shop might be altered, if, instead of having the goods delivered 
gratis at his house as heretofore, he had to [)ay for their carriage. 

•In short, the demand-curve of the home country— the curve wdiich 
represents the amount of foreign coiTJinodity which the home 
country will take at each price (in the money of that country) — 
has been disturbed and subjected to a slight variation. There 
results a new system with a new position of equilibrium. 
Operating on the new system, let us de novo impose a new small 
tax. And so on. The inferences which were primarily true only 
of a single step, may now be extended to a whole flight of stairs. 
We may suppose the stairs to be in a vertical plane; the hori- 
zontal length of each step depends on the increment to the tax, 
and the increment of height corresponding to an increment of 
length represents an increment of advantage. The steepness of 
the stairs will in general diminish as we advance, until a point of 
maximum elevation is reaclu^d.^ In accordanc(^ with the theory 
we perceive (1) that the stairs will be in general of finite length 
(measured horizontally from the starting point to the position 
of maximum elevation) ; (2) that if the construction be altered by 
an increase of the elasticity of the home demand, cceicris paribus, 
the first stop of the new stairs will be higher than the first step 
of the old stairs,"^ the second step of the ik 3W higher than the 


1 Economic Journal, Vol. XVII., p. 100. 

® Principes Mathematiques, Art. 32. 

Compare the illustration given at p. 400, above. 

* The curve of supply and that of demand on the part of the foreigners and the 
Qurve of supply for the home country are not disturbed; and accordingly theij; 
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second step of the old, and so on; the comparison, in favour of 
the new system, bein^if facilitated by the interesting circumstance 
pointed out by Mr. Bickerdike, that there arc, so to speak, the 
same number of steps in each of the flights of stairs, that the 
position of the maximum elevation remains constant. 

The saf(‘.ty of these steps is s(K*ured by the condition that the 
e(|iulibrium of the trade with which we are concc'rned is stable. 
The case of failure except(',d by Mr. Bickerdike as “ peculiar and 
unlikely ^ is rendered practically impossible by that condition. 
For it secures that the denominator of the expression for the rate 
at which advantage (to the home country) increases with the 
increase of the duty, is always positive.- (TIk^ numeuator of the 
expression is positive by the third postulate.) 

coefficjeiits of elasticity remain couHtant. The curve of cloinand for the home 
country is indeed disturbed; b\it it appears from Mr. Bickerdiko’s equation 
(Economic Joliknai., J907, p. 10(3) that at the point defined by the now amount of 
imports, say a'|, the elasticity of tb»' di^^turb^'d curve is the same ns the elasticity of 
the old curve at llui point delincdby the co-ordinate a\. Hut tlio elasticity of th(' old 
curve at that point is the same as at all other points, viz. the constant eu> Thus 
dll 

the whole expression for given by Mr. Bickerdike remains constant. 

^ Referred to above, p. 802 

In order that the equilibrium of trad(‘ should be stable there must bo fulfilled 
by t'fie Marshall curves, at their ])oiiit of intersection, a certain condition 
(Pantaleoni, Pure Economics^ p. 207) ; which may bo thus stated. If the abscissa re- 
present exports from the home country (a^) the ordinate imports into the same country 
(oj), then the tangent of the angle which is made with the abscissa by a tangent to 
that country’s SuppIy-and-Dcmaud at the point of intorhoction, say the slope of the 
curve at that point, must bo greater in absolute nmgnitiulc than the slope of the 
foreign country’s Demand- and- Supply curve at the same point ; whenever the two 
slopes are either both positive or both negative. Now for the homo coiintry the 
slope is 

ye,) 

/,(«,)(! -I'M,) 

as follows from Note 3 to p. 511. And the slope for the foreign country is 

/,(a.,)(L-lM ) ^ 

M(ai)(i- yv^) 

by parity of reasoning, in Mr. Biokerdiko’s notation. 

We have therefore, if the slopes arc either both positive or both negative, 
ir',(a.,)(l-lM) //2(a,)(l-J/r?^) 

Now by Mr. Bickordiko’s equation (1) {loc. cit.) we have (his “r” being 
initially =1) 

therefore (1 - !//’,)(! - - (1-1M,)(I - l/t;^) the denominator of the expression 

for ^ is positive. 
dr 

For the case in which the two Supply-and-Demand curves are not both positively 
or l^th negatively inclined to the axis, this reasoning is no longer available. Buti 
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The theory may be extended, as Mr. Bickerdike intimates, 
to duties upon exports ; which form what may be called the 
“external case “ of the theory. I follow Mr. Bickerdike in 
leaving this case to be worked out by the reader. Nor do I enter 
into the varieties which are presented by the partial taxation of 
particular imports or exports. For the j)urpoBo of this Apprecia- 
tion ft is allowable to lump together the imports, and likewise 
the exports, under one h€^ad, like Mill’s “ cloth “ and “ linen.” ^ 

Some parts of the theory may be enunciated with reference 
to the premiss by which each is principally supported. 

(a) Mr. Bickerdike ’s first assumption affords an easy method 
of forming a judgment as to the magnitude of a tax which may 
be consistent with advantage to the taxing country. After the 
experiments which we have i)erformed above with laws of demand 
taken at random, we shall not be surprised at Mr. Bickerdike’s 
result : — “ Bather strong assumptions have to be made as to the 
elasticity of foreign supply and demand if the rate of the tax 
affording maximum advantage is to come below 10 ]jer cent.”- 

(b) Mr. Bickerdike’s second device— a national money of con- 
stant value — is no less serviceable. It is free from the dangers 
to which the use of money in the theory of international trade 
is liabh' ; while it is not open to the objections w^hich Cournot 
and others have brought against the classical conception of barter 
without the use of money. It avoids also a certain danger 
attending iji ihe conception of barter wiiich, in the light of Mr. 
Bi(iverdike’s theory, has become visible. When demand and 
supjdy are expressed in terms of the commodities exchanged 
(abstraction being juade of money), there is a difficulty in repre- 
senting a money tax on imjt)orts in the case of inelastic demand.^ 


it is no longer required. For the case can only occur when one of the coefficients 
of elasticity is greater than unity and the other less. And in that case the 
second term of the denominator to which a negative sign is prefixed is negative. 
Accordingly, the denominator is the sum of two pans, both of which are positive. 

^ Cf. Bickerdike, Econojiic Journal, Vol. XV^ll. pp. 100, 101. 

Economjc Journal., Vol. XVII. p. 101. 

® The difficulty may be cleared up as follows. When an import duty 
of p per cent, ad valorem is imposed by the home country the Supply-and- 
Demand curve (above, note 3 to p. 541) bcccme.s transformed to Mr. Bickerdike’s 
equation (1) raj/|(aj) — a.jFo(a.j), where r= 100/(100 + ;^). To exhibit the position 
of the new curve in relation to the old one lot us auppqso OR in Fig. 2 (a repro- 
duction of Mr. Bickordike’s first figure) to bo tbe undisturbed Supply-and-Demand 
curve for the home country ; and let us consider with reference to any assigned value 
of the ordinate Oj, any point on the perpendicular passing through O, what is the 
abscissa, the new value of ou^ as compared with what the abscissa would have been if 
the curve OB had not been disturbed by the import duty. Lot ag bo tbe old abscissa, 
a 2 + Ao 2 the new abscissa (corresponding to the assigned value of oj). Then to 
determine Aog, wo have, putting (1 — t) for (the proper fraction! r, • 
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I must confess to have fallen into the trap which is here, and 
to have made statements about a tax on imports which are only 
true of a tax in kind, not in money. ^ 

The use of a peculiar money allow’^s us, with more security 
than in the preliminary stage to employ the curves pro|>er to 
domestic trade for the purpose of exhibiting the loss of surplus 
advantage consequent upon a customs duty. We have oi'dy to 
imagine that in Pig. 1 Diy now represents the demand<*urve 
for imports from abroad in terms of the national money ; while 



0 


Fio. 2. 

SS' represents the supply of such imports by the foreigner at 
prices reckoned in the same money, that of the home country. 

(1 - T)aj/i(oi) = (02 + Aa.j)Fy(a^ + Ao.J ; (1 - T)ai ^i(oi) = ; 

- Taj/i(ai) = Aa.jF 2 (au)(l - 1/e,) 

Now e, is positive (by the third postulate). So is T. Accordingly A 02 is negative ; 
the new curve is swung to the left of the old one, the change in OB being, as Mr, 
Bickerdike has pointed out, of the kind represented in Fig. 3 of my article on 
International Values, Economic Journal, Vol. VI. p. 430. The foreigners’ 
Demand-and- Supply curve remaining unchanged, we may reason with Mr. 
Bickerdike (Economic Journal, Vol. XVI. p, 532) that the new position of 
equilibrium, say Q, is one of increased advantage to the home country. 

' See Bickerdike, Economic Journal, Vol. XVI. p. 532, referring to my vol, iv, 
p, 432, I had recognised that a distinction which I had drawn between export and 
import taxes was not applicable to taxes in money, only to customs duties in kind 
—not a very important reservation, 1 admit. (See Economic Journal, VII. p. 63, 
and p, 230, Note 3. ) 

^ 2 gee above, p, 402. 
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When the duty is of the kind supposed, the national currency is 
appreciated with respect to the international money ; and accord- 
ingly the foreign supply is raised, the curve SS' being thrust 
down. In the limiting case above supposed, where SS' was 
originally a right lino, it will be lowered in such wise that the 
whole tax will accrue to the Treasury, without any loss of 
Consumers’ Surplus. In general the preliminary argument 
becomes a fortiori through the change of price-level. 

Fig. 3 





(c) The third postulate allows iis to evaluate the advantage 
obtained by the homo country. For this puq’josc 1 shall employ 
another construction, that of Auspitz and Tueben, which, as 
already suggested,^ may otTer some advantages. It will be re- 
membered that tliey employ even in domestic trade a construction 
like that which Dr. Marshall invented for foreign trade. But 
in their construction the ordinate represents, not an amount of 
commodity, but an amount of money given in exchange for a 
commodity, which may at first be supposed to be altogether 
produced at home. Thus, in Fig. 3, AP represents the quantity 
of money offered for OA, a quantity of commodity, at the price 
represented by the (tangent of) the angle POA , OPPJ being the 

1 Economic JouBNAT, Vul XVIT. p. 22G. 
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demand-curve. Likewise the dispositions of sellers are repre- 
sented by the supply-curve OPG. If through the point 
0 is drawn the (collective) indifference-curve (to use my 
own terminology), OT pertaining to the buyers, the ver- 
tical distance between the demand-curve and the indifference- 
curve measures the Consumers’ Surplus, the collective total utility 
incident to purchasing at a certain price. Thus for the'* }>j*ic(^ 
(tan) PO/4, PT is that total utility. Tjikewis(^ th(‘ vertical 
distance between the supply-curve and the corresponding 
indifference-curve represents the gain of the sellers, e.g., Pi. 
The total advantage to the community (Consumers’ 4- Prod iictTs’ 
Surplus) is Tt. The last proposition remains true even if w^e 
suppose that the indifference-curve pertaining to buyers does 
not pass through 0, but through a point at a vertical distanc(i 
from 0,^ with a like supposition as to the curve pertaining to 
sellers. 

When a tax is imposed on the commodity the effect is to 
diminish Consumers’ Surplus from TP to T'Q, that is (since' TT' , 
the tangent at the point 7\ is parallel to the linci OP) by an 
amount QR, which is less than the yield of th(‘ tax QP\ and 
than the foreigner’s contributions to the yiedd P' Ur 

So far with respect to a domestic commodity. Wit have next 
to suppose the curve OPE to represent the Demand-curvi' of the 
home country for imports from abroad; OPO the foreigners’ 
supply of those commodities (at prices reckonetd in national 
money). We are now not concerned with the surplus julvantage. 
accruing to the foreign sellers. In estimating the advantage 
which the home country obtains from the trade, we must take 
into account not only the gain of the consumers, but also the 
loss of the home producers. It will be found that thi.i collective 
utility is represented by a now curve 07\ which has the same 
relation to the new OPE as the old OT had to thi' old, namely, 
that if a straight line in any direction through 0 meets the 
demand-curve at a point P, and a ])erpendicular through P cuts 
the indifference-curve 0 in T, the tangent to that curve at T is 
parallel to the line OP, Auspitz and Lieben establish this exten- 
sion of their construction through the appropriate conception of 
a certain amount of commodity distributed gratis among the 
consumers and producers of the home country in accordance wdth 

^ As sometimes supposed by Auspitz and Liebon ; whoso terminology I do not 
follow literally. 

In this reasoning it is taken for granted that the vertical distance between T' 
and the curve OT may be neglected in comparison with QR and RP' ; in virtue of 
the general principle enounced in the last section, above, p. 400. 
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the laws of* final utility — a conception pertinent to scientific 
Socialism.^ 

So far as to imports abstracted from their concomitant 
exports. To represent the interest of the home country in the 
amount of exports, let OG now represent the home-country’s 
su})ply (*)f exports. By a parity of reasoning we may show that 
Tt now represents the net gain in the way of exportation. 

Tlie two together are equivalent to the sum-total which Mr. 
Bickerdik(‘ defines as the net advantage of trade. ^ 

JIaving now shown the use of the scaffolding, I shall proceed 
to remove it bit by bit. 

(a) h'irst it may be remarked that the assumption of constant 
elasticity is not (essential to Mr. Bickerdike’s conclusions. The 
initial rate at which advantage is increasing with a small tax has 
the, same expression, whether tlie elasticities be considered as 
(‘oustant or not. The argument by way of steps holds good 
provided that, as before, in the two compared flights of ste})S 
(corrt'sponding to different degrees in the elasticity of demand 
on iho part of the home country for the imported goods), each 
step of the one is higher than the corresponding step of the 
othc^r.’^ Eve'll the cxpn'ssion for “the maximum advanti^e 
rate ” in terms (only) of the elasticities of foreign demand and 


' Wc may also roasoa thus. Lot y bo the ordinate of the curve (not shown in 
the figure) which represents the total demand of the home country for the 
commodity whether home-made or imported. This curve lies outside OPK 
(which now represents the demand of the country for imports of the commodity) ; a 
vector drawn through O, making an angle d (-^90®) with the abscissa, meets tho 
total demand-curve in a point, say n (not shown in the figure), such that the 
distance of n from O along the vector is greater than the distance of 7^ tho point 
where the vector moots the demand-curve for imports. For On = 07^ 4- Oir, whore 
TT is the point at which tho vector meets tlie home country’s supply-curve of the 
commodity (not shown in the figure, 07*G is now tbe/om^/^ier’vS supply-curve). Let 
{X, y) be the coordinates of n, (x^, yj) of P, (Xg, y.^) of tt. Then (for every value of 61) 
AXi tan*0 -- A.r tan a - AXa tan $. Now Ax tan $ is the pecuniary measure of tho 
marginal utility to the consumers in the home country of an increment of the 
commodity ; AXo tan 0 is the loss to the home producers consequent upon the 
decrement of production AXg. Accordingly, Axj tan 0 represents the not gain to 

the home country of an increment of importation Ax,. But tan 0 = ?^, whore 
is that function of which forms the equation of the curve OPE, The curve OT 
obtained by integrating AXj now measures by its vertical distance from a point 

X, • 

on OPE the net utility resulting from a certain amount of importation, in the 
same way as it before measured the consumers’ surplus for a certain amount of 
homo production. 

2 The expression for u, Economic Joubnal, Vol. XVII. p. 100. 

3 A condition which does not now admit of so neat a symbolic statement as 
before. 

No. - 72.— voTi. xvin 
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supply still subsists.^ But when these elasticities are not con- 
stant, the formula cannot be used for purposes of verification as 
before. The formula in its generality may be employed to show 
that the home Government, by means of a customs duty, may 
exercise a power of monopoly, and screw up the terms of inter- 
national trade to the very point whic.h the home country, acting 
as a Combination, would fix. 

(b) When we abandon the supposition of a money peculiar to 
each country, we must base the theory of foreign trade on a more 
abstract conception, such as the “unit of productive power,’* 
which Professor Bastable has found it necessary to introduce,^ or 
the ‘‘unit of wwk” which I have employed.^ For, I think with 
the classical writers, it is not in general safe to ignore the change 
in the level of gold prices within the home country consequent 
upon a variation in the terms of international trade. How, 
except by means of a change in the price-level , can wo explain the 

' To (letermiuc the rate of the tax which aifords the greatest advantage to the 
home country, wo liave the condition that the disturbed Supply-and- Demand curve 
for the home countr}'’ should intersect the (undisturhcd) curve for tlie foroig i 
country, viz,, OG (Fig. 2) in a point Q which represents a stale of trade of maximum 
ad^'antage to the home country. In order that this condition sliould be fulfilled 
the tangent to OG at Q ouglit to coincide with the indifference curve pertaining to 
the home country which passes through Q, (Sec Mathematical Psychics, p. 110.) 
Now the (diliorcntial) equation to an indiflorenco curve, relating to the homo 
country, is 

1 _ h\{a,2) 
da^ /i{aj) 

The expression on the right denotes the slope, at the point (oj, of an indifference 
curve passing through that point. Also the slox)e of the foreigners’ Deinand-and- 
Supply curve at the point (oj, oj) is 

/,(a,)(l~ 1 / 775 ) 

F\(a,)(l-l/77(r) 

Equating the two expressions for the slope and employing Mr. Bickerdike’s 
equation ( 1 ) we have , 

1 - ll7j(r 

which is Mr. Bickerdike’s result extended to the general case of variable elasticities. 

Considering Fig. 2 to represent a market in the general sense of the term we see 
that if the dealers on the one side of the market for which the Supply-and-Demand 
curve is OE were to act a.s a Combination, the terms which they would force on 
their customers competing against each other are represented by the point Q in the 
curve OG ; discriminati/on between customers being forbidden [Mathematical Psychics, 
loc. cit., and p. 116). The point thus defined is coincident, I think, with the “ maxi- 
mum utility point ” investigated by Prof. Pigou in the Appendix A to his Methods 
of Industrial Peace, The analogy between monopoly and the action of a tariff 
is exhibited by Auspitz and Lieben. {Theoric der Preise), §. 

^ International Trade, ch. ii. p. 23 (ed. 4). 

» H it Theory of International Values,” Economic Journal, Vol. IV. p. 441 and 
p. 631. 
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benefit whicfh a country whose exports are in great demand in 
foreign countri'is can obtain by imposing a duty on commodities 
imported from those countries.^ To determine, or at least define, 
the ‘ ‘ unit ’ ’ supposed to be constant while the level of gold 
prices is altered, we may have recourse to the principle of the 
Labour* Standard already referred to as the regulator of the 
money imagined by Mr. Bickerdike. Of that money, as com- 
pared with this ideal standard, we may say what Adam Smith 
says of “ a particular commodity compared with “ a quantity 
of labour ” : “ The one is a plain, palpable object ; the other an 
abstract notion, which, though it can be made sufficiently in- 
telligible, is not altogether so natural and obvious.” 

(c) The last limitation to be removed is the postulate to which 
Professor Pigou has objected, that ” a supply-curve can be treated 
as a particular expenses curve together with a corn^sponding 
assumption on the side of demand. ” This is not legitimate in 
general,” as Professor Pigou obs(‘rves, ” but it may be in special 
cases.” I submit that this is one of the cases in which the 
assumption may be safely employed. 

First, the postulate in question is ” the least arbitrary 
assumption in the absence of special knowdedge,” a “neutral 
condition ” ^ betwx‘en two conditions of which neither is known 
to prevail. These outlying conditions are described, with special 
reference to supply , as “ Co-operative ’ ’ and ‘ ‘ Anti-co-opera- 
tive,” conditions correlated to, but not coincident with, In- 
creasing and Decreasing returns as usually uiiderstood. I accept 
this presumption, based, as 1 understand, on the principle of 
wffiat I have called d priori, or liiiverified Probability.^ d^hc pre- 


1 The case of the “ Guernsoy ” supposed above, p. 39G. But in order that a 
change of price level should occur and have to bo taken into accoujit, it is not 
necessary that the home country should be very small (in roUtion to the foreign 
country) ; it is sufficient that it should not he large. Of course the amount of trade 
affected by the tax must be oonsidorablo in order to produce a sensible result on 
general prices in a measurable time. 

2 Economic Joubnal, Vol. XVII. p. 290. 

* If as above, the supply-curve is designated by the equation y-xi, {x, x), the 


conditions are co-operative or anti-co-operative, according as 



is negative 


or positive. Like distinctions apply to the demand-curve y = (t>(sc, x). 


It may be observed that 



the partial differential with respect to x only — 


is always positive, always negative; ^—the complete differential when 

\aa; / ax 

jcssx — and likewise may be either negative or positive, but ^ cannot (in 

ax ax 


stable equilibrium) be positive while ^ is negative. 
* Ante, Vol. XVII. p. 227. 
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sumption is confirmed by an appeal to authority evidencing that 
the assumption has worked well. Mr. Bickerdike claims the 
authority of Professor Pigou ^ on the ground of his admission 
respecting Consumers’ Surplus, to which I have already advt^rted. 
I may add that in his mathematical reasoning about Arbitra- 
tion,” Professor i^ig(ui explicitly abstracts complications of the 
kind here called “ secondary.” A similar abstraction has been 
unconsciously practised with good effect by other authorities. 
Many a humble votary of pure science has been edified by the 
truth as it is in Jevons, without having so much as heard whether 
there be a superadded complication. 

Moreover, the effect in question, the taxatioJi of the foreigner, 
is not inconsistent with the secondary conditions of supply and 
demand. It de])ends on a certain coefficient, of which the value 
is probably favourable to the effect. For the purpose of this 
interior line of defence, w^e may employ once more the construc- 
tion which has been adopted from Auspitz and Lieben. In Pig. 3 
let the curve 0 now represemt a Demand-curve of the secondary 
type, with respect to a commodity which at first may be supposed 
to be wholly imported, not capable of being produced at home. 
The secondary curve might ho of a kind which, unlike OT in the 
figure, is convex with respect to the abscissa in places (for certain 
portions of the curve). ^ Now, from this new (secondary) 
Demand-curve OP construct a new OT, which may be called a 
secondary curve of Total Utility, by the same formula as that 
whereby the old OT w^as constructed from the old OE.^ As in 
the case of primary curves, we may reason that if by an import 
tax the terms of international exchange are shifted from P to P', 
the vertical distance of P' from the so-called Total-Utility curve 
is greater than that of P. But it is no longer given that thf) 
increase in that vertical distance measures the increase in the 
advantage accruing to the home country. For corresponding to 
Air, a small increment of exports, the increment of utility 
is not Ay, formed from the given secondary Demand- 
curve, y, but an increment, say A//, formed by the same formula 
from the primary Demand-curve, wdiich by hypothesis passes 

^ Economic Journal, Vol. XVII. p. 585. 

Methods of Industrial Peace. 

* So may the suppl^^-curve (from abroad) be concave, but the two exceptional 
conditions cannot coexist. 

* That is, if T is the ordinate of the total utility-curve, and y that of the demand- 

dY y 
curve, — 

dx X 

^ T is not now coincident with t, the point which by its vertical distance above 
'P measures the total sum that the consumers could be induced to give rather 
tlmn forego altogether the use of the commodity. 
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through P. 'Now, if is equal to AT, the same conclusion is 
obtained as before. If A fj is less than AY — the subtraction 
of surplus consequent on the diminution of X being less than in 
the first case — the conclusion becomes a fortiori. If AH is 
greater than AY, the advantage obtained by the homo country 
is indeed less than on the original supposition, but it is still 
positive, up to some value of the ratio AH ; AY, which in 
general exceeds unity by an amount that is not infinitesimal. 
Therefore, on the principle of (i priori probability, we may pre- 
sume that the ratio AU : A Y is probably favourable to the fulfil- 
ment of the theory. 

The presumption may be extended to the general case in which 
the commodity imported can also be produced at home. It may 
be extended also to estimate the loss to the home country conse- 
quent on the reduction of exportation ; or, if it appear too bold 
a use of th(i a priori method to apply it to a strong case of 
Increasing ‘.Returns, at least the method may bo applied to the 
milder case of secondary Su))ply-curvc in which the outward 
form at least of a j)riinary curve such as OPG is still 
retained. 

Altogether there seems to be a considerable probability that 
the third ])ostulatc may be taken for granted ; and accordingly 
that the theory holds good. 


Such being the proof of the theory, what is its application? 
May w'c not answer in the words employed by Hume with refer- 
enco to his theory of Interest? ‘‘ Besides that the speculation 
is curious, it may frequently bo of use in the conduct of public 
affairs. At least, it must be owned that nothing can be of more 
use than to improve by practice the method of reasoning on these 
subjects, which of all others are the most important, though they 
arc commonly treated in the loosest and most careless manner.'’ 
It is the latter sort of advantage — light rather than fruit — which 
I principally expect from Mr. Bickerdike’s speculations. He has 
improved by practice a method of reasoning which may be 
brought to bear on other questions of more direct practical 
importance. 

The direct '‘use in the conduct of public •affairs,” to which 
the theory is applicable, is “making foreign countries contribute 
something to its [the home country’s] revenue,” in Mill’s phrase, 
and more generally to its Real Income, in excess of the gain which 
it would enjoy under a free trade. The feasibility of such project^ 
is considered by Dr. Marshall in his judicial observations 
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respecting an Export Duty on CoaL^ His careful statement of 
the pros and contras, alike in the case of export and import duties, 
dispenses me from the necessity of treating the subject generally. 
I need dwell only on those considerations which are special to Mr. 
Bickerdiko’s particular scheme for taxing the foreigner. 

Mr. Bickerdike’s plan has the advantage of dispensing with a 
detailed inquiry into the conditions of demand and supply. It 
really looks as if it were sufficient for his purpose that the 
relevant elasticities of demand and supply should not be of an 
extreme character — extremely small for the home country or 
extremely great for the foreigner; that there should be nothing 
peculiar and exceptional in the conditions of the trade. A datum 
of this sort, the ascertainment of which cannot be considered 
chimerical, seems, in the light of Mr. Bickerdike’s theory and 
experiments, to justify the imposition of a small customs duties, 
say from to 5 per cent., on a great number of articles. The 
objection that industry is thereby directed into less advantageous 
channels is not admissible ; for by the theory the disadvantage 
in the way of production is overbalanced by the gain accruing 
to the Treasury. Abstracting the practical difficulties to whicB 
we are coming, on the platform of pure theory the Free trader 
must abandon his hectoring tone with respect to the defence of a 
Protectionist tax on the ground that it is a little one.^ 

It may be added that Protection, in losing its evil, would 
not lose its attractiveness. It could not be obiocted to this, 
as to many ingenious schemes hatched by students, that it could 
never be started. It would be only too easy to start this scheme. 

These considerable advantages are counterbalanced by weighty 
objections. At best, and even in the abstract, the theory is but 
probable. In the computation of the chances in its favour there 
is largely involved what T have called a priori, or unverified, 
probability. But it is yet to be seen how far such probabilities — 
though countenanced by their use in the treatment of physical 
observations — are available in the conduct of human affairs. It 
may bo suggested that the evidence is good enough to afford a 
regulative idea for the adjustment of indispensable taxation, but 
not good enough to justify the imposition of taxes for the express 
purpose of putting the foreigner under contribution. The dis- 
tinction might be'illustrated by a compEirison with the principle 
of equal (or least) sacrifice, which is generally considered good 
enough to regulate the distribution of indispensable taxation, 

^ In a iotler to the Times published April 22, 1901 ; reprinted in the Economic 
^OUBNAL, Vol. XI. p. 265. 

® The tone of Robert Lowe, for instance, in the speech referred to above, p. 397, 
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while only .Socialists propose increasing taxation expressly for 
the purpose of carrying out that utilitarian principle. Upon this 
view Mr. Bickerlike’s theory might have that limited application 
which Professor Bastable allows to the presumption in favour of 
small taxes in general which I have based on the theory of small 
quantities.^ There arc in practice much more important con- 
siderations; still, the presumption is worth mentioning. 

Of course, the general presumption may be overridden by 
positive evidence that, with reference to any proposed customs 
duty, the contribution of the foreigner is likely to be smaller 
than the thc'ory requires.^ There is some ground for believing 
that tlie conditions of British trade are particularly unfavourable 
for levying a contribution on foreigners. 

Among practical considerations particularly relevant to the 
scheme before us is the danger of retaliation. The novelty in 
the scheune, that it may be practised by a country which has no 
special advantages, nothing like a “monopoly” as producer or 
consumer, no doubt increases the home country’s y)ower of 
hitting the foreigner. But it equally increases the power of tlu* 
foreigner to hit back. Practised on the grounds peculiar to this 
theory, the scheme of taxing the foreigner is peculiarly open to 
Mill’s objection : “it would b(‘ a means wliich it would seWom 
be advisable to adopt, being so easily counteracted by a precisely 
similar proceiHling on tli(‘ other side.”'^ The mathematical 
mctliod shows rather mon*. clearly than appears in Mill’s dis- 
cussion, that, short of the case in which “the trade and its 
advanfage would cease entirely,”^ bilateral taxation would 
damage both parties. 

Again, the system of many small taxes minimises, indeed, the 
loss incident to changes in the course of industry ; but it does not 
minimise the amount of trade-hampering constraint that taxation, 
high or low, involves. On the contrary, that sort of friction in 
proportion to the proceeds of taxation is likely to be greater the 
more numerous the taxes. 

Thus the direct use of the theory is likely to be small. But it 
is to be feared that its abuse will be considerable. It affords to 
unscrupulous advocates of vulgar Protection a peculiarly specious 
pretext for introducing the thin edge of the fiscal wedge. Mr. 
Bickerdike may be compared to a scientist who, by a new 

* Public Finance^ cd, 3, p. 353 referring to Economic Joohnal, Vol. VII. 

p. 668. 

® Cjp. above, p. 402. 

* J. S. Mill, Political Economy ^ book v., ch. iv. § 6, ante-penultimate paragraph, 

* hoc, cit. penultimate paragraph, • 
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analysis, has discovered that strychnine may be administered 
in small doses with prospect of advantage in one or two more 
oases than was previously known; the result of this discovery 
may be to rerider the drug more easily procurable by those whose 
intention, or at least whose practice, is not medicinal. It was 
thus that the “drama of poison” perpetrated in the reign of 
Louis XIV. was initiated by one whose baleful receipt was 
obtained from Glaser, a chemist of eminence, the discoverer of 
a new substance.^ Ijet us admire the skill of the analyst, but 
label the subject of his investigation poison. 

F. Y. Edgeworth 

* Punok-Brontano, Lc Dranie des Poisems. 
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A Critical Examination of Sncialiffrn. By W. H. Mallock. 

(London : John Murray. Pp. xxiv + 3()2. Priceii 6s.) 

It is as easy to criticise a socialism which (‘.xists only in 
prograniincs as to criticise an individualism which floiirislu's all 
around us. Assume completely altruistic men, in the ()n(‘ cast', 
and completely economic imui in the otlu^r, and ])lace them in 
stationary state's,” aaul tlu^ result is a. grotesque (*aricatun‘ of 
human society as wc' know it. Stationary states are useful hypo- 
th('.ses to got away from, f)ut ghastly places to dwt'll in. Mr. 
Mallock urges, in another context, that lift' is not mad('- uf) of 
isolated moments or fx'riods, “It is a continuous process, in 
which each nionient is ali'eett'd by the moments that have gone 
l)efore and by the prospi'ctive character of the moments that arc. 
to come after “ (p. 188). There is no reason to believe that this 
will (*('aso to b(' the case in any approximation to the socialist 
ideal. The more* thoughtful socialists never ('xpec't their social- 
ism to arrive, but to be always arriving until its triumphs 
shall have begotten some other, and, they hope, some better 
social ideal. Nor do they, for a similar reason, share Mr. 
Mfilkx'k’s opinion tha.t socialist principles have not modified the 
general i>roductive process “in any particular wha-tsoever * * 
(p. -1). Pompulsory elementary education, for instance, has cer- 
tainly done this. Granting— what is disputable— that it has not 
(dieapened an ocean liner, this is not the sole test of advancing 
civilisation. 

Mr. Mallock’s method is no better than that of the cptics he 
assails, though he possesses more literary skill than many pro- 
pagandists, and can clothe his arguments in* the impressive ter- 
minology of the logicians. His admirable fairness to his 
opponents makes his attack all the more plausible, and this volume 
will not only confirm the comfortable in their comfort, but will 
decide some who are not quite sure whether this is the best of ail 



568 THE ECONOMIC JOUBNAL [OEC. 

possible industrial worlds. But the book irritates thc^ student by 
its exaggerated assumptions, and depresses the moralist by its 
implied ideal of society. 

Over the familiar criticism of Marx we need not linger. 
What is characteristic of the book is its emphasis on the part 
played by directive ability in modern }>roduction. Ability is 
defined as the faculty which directs labour by means of its control 
of wage-capital. To ability must be attributed everything which 
would not bo produced if its operation were hampered or sus- 
pended. Hence if we compare the wealth of to-day with that of 
primitive societies, or with, say, England before 1800, we shall 
see that the reward now received by labour is far in excess of 
wdiat labour its(df produces. This may bo justified on moral 
grounds by the labourers, and on jraetical grounds by the direc- 
tors. There is a tacit bargain betwetm the two classes. The 
multitude could support itself alone after a fashion, but has 
surrendorod its autonomy, and for this acquiescence in the 
guidance of others it should be compensated. It is to the interest 
of the directors, on the other hand, to concedt^ so much to the 
multitude as will ensure social stability. The amount of the 
produce so conceded must be sufficiently large to be appreciated 
by' th(' m<any and suftieiently siuall to vsatisfy the ambi- 
tions of the able for themselves and for their families. This 
ideal equilibrium is what socialists are evor preventing by 
awakening in the crow'd romantic wdshes for the impossible. 
To mix one of Mr. Mallock’s metaphors, people are demanding 
electric light who should be satisfied with candles. The result 
will be to set fire to the bed-curtains! Jn otluu* words, if the 
multitude is not careful, “directive ability” will sulk and turn 
itself into “mere labour.’* This is what would happen if 
socialism were realised; what will happen, indeed, in propor- 
tion as the socialist goal is approached. Su})pos(i socialism 
established, it would be faced with two insurmountable difficul- 
ties : first, it would have to discover the able men ; and, secondly, 
it yvould have to induce them to exercise their exceptional powers. 
But the motive which moves the great directors is money-power, 
and this, under socialism, would have ceased to aett. Hence the 
national dividend would shrivel up; the labourers would lapse, 
if not into nasty, mean, and brutish barbarism, at least into the 
“ three acre and a cow “ state. 

This, wo believe, is not an unfair summary of the main argu- 
ment. Further chapters discuss the legitimacy of interest and 
]|,ttempts to equalise opportunity. 
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All ecoiiomists, and most socialists to-day, will readily endorse 
much of what Mr. Mallock claims for the men of ability, and 
others, besides General Walker (who is referred to), have empha- 
sised the great importance of the organising function. But the 
deserts of the men of wealth (who apparently are synonymous 
with the men of ability) are exaggerated by omitting many minus 
quantities from the sum, e.g., the wealth due to the private 
ownership of natural resources, to tariffs and monopolies, and 
to accumulation by inheritance ; the economic loss due to the 
piling up of armaments and the making of wars, whfch must 
be debited to the directors, for, by hypothesis, labourers can have 
no brains for such high exploits. Much of the “ability” 
engaged in these sphen^s is not so much that which “ directs 
the labour of others ” as that which, in the past, has manipulated 
law and public opinion to its own ends, and has thereby deeply 
influenced the amount and the distribution of the dividend. ‘ 
It is a further exaggeration to assume that private cajutalism 
works “with absolute accuracy”; that the present system is 
always found at maximum efficiency; and that the alternative to 
disallowing rights of inheritance is ” to be turned into the street, 
beggars” (pp. 71, 77, 244). The contrast between demand as 
democratic and supply as oligarchic is greatly forced (p. I43)f If 
the labouring majority can never be free in their technical capa- 
city as producers, their freedom as consumers is also strictly 
limited. Tt is true they cannot aspire to preside ovet Lipton’s; 
it is equally true that they cannot have yachts on the Clyde. 
They are about as “free” in the one case as in the other. 
Another rekwant point overlooked is the fact that much of the 
capital controlled by the abl(‘, is the accumulated savings of the 
mere labourers. Further, it is conceivable that a temporary 
diminution in the national dividend might permanently increase 
the, sources of the dividend. As Dr. Marshall once urged 
in this Journal, it might be a good business investment to spend 
fifty million pounds on the poor in a single year. 

How, under socialism, the master spirits of industry \yould 

^ Despite the author’s definitions it is not always easy to say who are included 
among the deserving able, and whether the term is ever to have any moral connota- 
tion and if so of what sort. The picture shadowed forth is that of a world given up 
to economic production, controlled by a dozen master minds “simultaneously 
affecting the hands ” of everybody else. It is not clear whether we are to count 
only the few at the top, or whether the intermediate grades of ability — inventors, 
scientists, teachers, and subordinate ojBficials — are included when the product is 
divided between “ability” and “labour.” Similarly “justice” is often appealed 
to, in an empirical way, but is not defined, nor is the author’s conception of what 
constitutes social progress positively stated. p 
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behave we do not know. Much, we imagine, would^ depend on 
their (socialist) wives ! There are weighty arguments for and 
against Mr. Mallock. His eye does not easily discover altruistic 
motives anywhere. Able men are not even now solely swayed 
by material or narrow ends, and in the socialist State, which is 
postulated, the standards of power will inevitably have been 
greatly revised, otherwise it could never have been reached. It 
is illegitimate to argue fi’om the present to the future, and in the 
process change everybody and everything but the able men. 
Socialists believe, rightly or wrongly, that the spirit of gain will 
give way to the spirit of service at an accelerating rate as their 
ideal is approached, and that what is now regarded as quixotic 
philanthrof)y will then become the normal practice. Mr. Mallock 
lets paradox rim away with his usual fairness when he charges 
socialists with wishing to base th(‘ morality of the many on the 
desire for dollars, and of the few on contempt for them. The 
abiding strength of the socialist inovmnent lies in its ethical 
enthusiasm ; in its impatienc^c with the existing confusion of 
social values and the waste and dtgradation of life which results; 
in its desire to develop human personality to ihe full. But Mr, 
Mallock does not allow such considerations to intmd(‘. They arc 
not ^‘practical.’’ Things were never so firmly in the saddle as 
in these pages. In Mr. Mallock’s world (except quite incident- 
ally and incompetently) there are no citizens ; there are only the 
drivers and the driven (p. 55). It is a w’orld with a nursery at 
one end, a cemetery at the other, a coal-pit in the middle, and 
brooding over all the nightmare that at any moment the winding 
engine may stop and the driver refuse to pull the lever ever more. 
But we must not be unfair. This is not a work of constructive 
suggestion hut of negative criticism. Mr. Mallock has his reme- 
dies (for they are several) up his sh'ovc. He lets one peep out 
in the last page, and its countenance is astonishingly aggressive. 
** It cannot be doubted that if the sums now spent on the con- 
struction and maintenance of insanitary slums and alleys were 
employed in a scientific manner. ...” But who were the men 
of extraordinary ability who “directed” West Ham and the 
East End of Glasgow? And how dare we interfere with them? 

Economists will not find much that is new in the main drift 
of the book, but it ’is to be strongly recommended to those 
socialists who are in the habit of belittling society’s debt to its 
supermen. 


Thomas Jones 
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Socialists at Work. By Egbert Hunter. (New York : The 
Macinillaxi Co. 1908. Pp. 374.) 

As the title implies, this book is primarily a study of Socialism 
as an agitation, not as a social philosophy. Incidentally, much 
is said of its economic criticism of industrial societies, but the 
author is chiefly concerned with the intcirnational organisation 
of the movement, its parliamentary tactics, and its leading 
personalities. Judged from this stand|X)int, it is an admirable 
work written with insight and sympathy. 

The socialist and labour parties of Germany, Italy, France, 
Belgium, and Britain are described in a vivid fashion by one 
who has not only read about tluun, but has moved among them. 
Their development is traced, through sectarian strih; within and 
CTOverninent repression without, to their j)roscnt highly organised 
and influential position. There is an American story told of a 
chameleoji which was placed on a taidan plaid, and in trying to 
adjust itself to all colours at once it died of nervous exhaustion. 
One might have expected some similar fate to befall Socialism 
in fitting itself to the idiosyncrasies of nations. But whtm a 
thousand delegates met at Stuttgart and heard speiudies from a 
dozen platforms in half a dozen languag(?s, ‘‘although wo could 
not always understand the words, we knew their meaning and 
were glad.” Through all the divergences due to national char- 
actcu-istics one discerns certain parallel tendencies everywhere. 
The cleavage between Marxists and Eevisionists is personified not 
only in Kautsky and Bernstein in Germany, but in Guesde and 
Jaures in France, in Turati and Labriola in Italy, as in Webb 
and Hyndman with us. Mr. Hunter makes out a good case 
against the charge of sterility so often hurled at the Social 
Democrats. Capitalism developed late in Germany and, as 
Sombart has pointed out, the (Elective protest against exploitation 
followed swuftly at its heels. Bismarck, in the language of his 
Conservative opponents, determined to cast out devils by the 
prince of the devils. His }X)licy of exterminating the Socialists 
by imprisonment, on the one hand, and by granting reforms, on 
the other, neither exterminated nor satisfied them. The last 
thirty years have witnessed alike an enormous growth in the 
ranks of social democracy and a very real progress in bettering 
the conditions of the poor. But Bebel still confronts Von Billow 
like an awful conscience. “Under this unfriendly and relentless 
eye the parties in power do not dare to give franchises, grants, 
and special privileges to private interests. Graft is almost an- 
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known. No evil escapes the Socialists; no reform satisfies 
them.” Further widespread tendencies are the elaboration of an 
international industrial code and the permeation of the trade 
unions with socialistic ideals. These ideals are no doubt 
theoretically supported by a view of capitalism which, if applied, 
would revolutionise society, but it is significant that growing 
emphasis is laid in all Socialist parties on ignorance, alcoholism 
and war as enemies to be fought, and finer opportunities for 
women and children as rights to be won. Significant, too, is the 
absence of any reference to the Church in these pages. 

The book contains a number of illustrations, chiefly of pro- 
minent leaders. Two reproductions of Meunier’s sculptures 
come out very badly. This is regrettable, for they deserve to be 
widely known. When will our trade unionists follow the 
example of the Genoese dockers and imrehase copies of his works 
for their institutes and clubrooms? 

The book as a whole is a salutary corrective of insular and 
parochial views of the Socialist movement, and when all allow- 
ance has been made* for the a\ithor’s inclination to find too many 
things and persons tremendous and amazing, there remains very 
niu^h to encourage all friends of intelligent and organised dis- 
content. 

Thomas Jone.s 


Low Wages and No Wages, An Esfiay on the Economic Causes 
of Poverty, Unemployment , and Bad Trade, By Oswald 
St. Clair. (London : Sonnenschein and Co. Pp. 240. 
26'. 6d. net.) 

The orthodox WTiys of dealing (on paper) with the problem 
of unemployment are to say there is no })roblem, or that it is a 
very little one, or that it is very obscure and is engaging* our 
attention. The third is the most comfortable as it commits one 
to nothing. Mr. St. Clair, on the other hand, has a fourth way. 
Ho propounds a solution. There is tex) niuch saving and too 
little spending. Readers will recognise here the doctrine of 
under-consumption developed by Moffatt, J. M. Robertson, and 
J. A. Hobson, and the criticisms applicable to these writers apply 
equally to Mr. St. Clair’s little book. He has worked out the 
argument with skill and with many an apt illustration. But we 
fear it will have to be done all over again with more regard to 
neglected factors in the problem. At times it would seem just as 
^ti%ie to call the doctrine one of under-production. At other times 
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it seems a ’plea for abolishing the round-about method of produc- 
tion, and an invitation to the nation “to go on the spree” — if 
such a phrase may escape the editor of these sober pages. “Let 
us . . . suppose ” that because of “ a general impression that 
the world was coming to an end, ev('ryone did, as a matter of 
fact, ctesire to spend his income as fast as he received it, just as 
the working man does now. , . . But this assumption has only 
been adopted for the sake of simplicity. The case w^ould be 
different in the nearest approach to these ideal or imaginary 
conditions which we can suppose capable of being realised ” 
(pp. 140-145). While urging that producing power is in excess 
the author does not distinguish in sufficient detail the varying 
influence on unemployment of different sorts of })roductive 
agents. Arc bakeries in excess to-day in the saiiui sense as steel- 
works? Again, why has the rate of interest not falkm to zero? 
And a hundred other questions are suggestions themselves. The 
by-products of tluj theory seem more inn^>ortant than the main 
doctrine. It brings out strongly the misdirection of s])(mding 
and the misdirection of capital due, in part at least, to a lop-sided 
distribution of wealth, and recalls Dr. Marshall’s famous sentence 
about the hundred millions spent by the working classes, and 
the four hundred Jiiillions spent by the rest of the population 
“in ways that do little or nothing to make life nobler or truly 
happier.” A more equal distribution of wealth would react on 
the application of productive energy in wholesome ways, but we 
fail to see that it alone would necessarily get rid of cyclical 
uiK'iiiployrneiit. Manufacturers would still compete to supply a 
speculative dcunand, and the compc‘titive system is one of trial 
and error. Mr. St. Clair is justitied in hinting (p. 127) that 
economists face these difhcultujs and pass them by. Could not 
some of the tireless energy spent by leading economists contend- 
ing* “on the margin” be devoted to explain trade depressions 
for the benefit of minor economists, puzzled statesmen, and, inci- 
den tally, the unemployed themselves? 

Thomas Jones 

The Evil of the Millionaire. By Francis Minton. (Svan Son- 
nenschein. Pp. x + 203. Prjce 3*9. fid.^net.) 

Inspired Millionaires. By G. S. Lee (Northampton, Mass : 
Mount Tom Press. Pp. 308, Price $1.25.) 

The Eector of Cottingham sots out to prove that the error 
of distribution (as Mr. Money has called it) is responsible Tor 
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glutted markets, stagnant trade, and resulting poverty. He does 
not prove his point at all. He finds a misconception in “the 
belief that the rich do not spend all their property upon personal 
gratification, but devote the great bulk of it to productive pur- 
poses, through the agency of their bankers, ttc., and so benefit 
society ; but the only part of this belief which he attacks is the 
assumption that the rich owners, as such, deserve any special 
credit for the productive uses to which their surplus wealth is 
inevitably put. That it is used productively he does not deny ; 
nor does he, like Mr. Hobson, attempt to show that this use is 
excessive and leads to over-capitalisation and so to gluts. 

In the course of his argument he re-defines economic terms 
with rather cxaspcu*ating results. Capital is all property in use 
for trade purposes ; this is found to mean that all income is 
capital if it is ever exchanged for anything else. Thus all wages 
are capital which the labourer receives and exchanges for other 
capital. It is difficult to see that ‘‘the fog enveloping capital" 
is removed in this way. His general conclusion is that the right 
of inheritance and the idle ownerHhi|> of )>ig iiujonies should be 
checked — perhaps by increased death duties and progressive 
income tax. This may be sensible advices ; W(j may agree, too, 
that higher wages and juster distribution w^oiild increase pi'oduc- 
tion by increasing the efficiency of labourers. But the function 
of the working millionaire or rich man, and the function of the 
man who collects property and plac(‘s it at the disposal of 
pro<lucers, remuin to be considered. 

Mr. Lee, in his "Inspired Millionaires," follows a very 
different line of argument. As an AmericaJi, he realises that the 
industrial system now consists of big machines and soulless men, 
directed by equally soulless millionaires. The problem — How to 
get souls into the men wdio work the machines — is only to be 
solved by getting inspired managers. The hope of the future lies 
in "socialised" millionain^s who wdll make their dollars, not by 
destroying men's souls, but by restoring them, and will use their 
wealth, not in the vulgar philanthropy of throwing dowm rows 
of lil)raries and art galleries, but in re-creating man’s power to 
enjoy art and work and life. The book is clever, provoking, and 
very suggestive. Mr. Lee’s frank idealism is of a rare sort; he 
does not seek his ideals in a kingdom of heaven totally separated 
from the dollar-making world, but in that world itself as it ought 
to be. 


E. J. Ur WICK 
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Political Socialism: A Remonstrance. Edited by Mark H. 

Judge. . (London : P. S. King & Son, 1908. Pp. 187.) 

This is a collection of papers by members of the British Con- 
stitution Association, published in a popular form. The volume, 
as its sub-title implies, is an attack, from many points of view, 
on political socialism, and the names of its contributors sufiS- 
ciently suggest its ton(\ The presidential addresses of Lord Bal- 
four of Burleigh and Lord Hugh Cecil are eloquent dissertations 
on the theme of the Association’s watch-words, “personal liberty” 
and “p(irsonal responsibility.” Of the less general papers the 
most interesting are perhaps those of the Rev. P. S. G. Proi)crt 
on unemployment and of Dr. Sibley on secondary education. 
The former writes with all the force of his experience as 
guardian against relief works, pleading for the co-ordination of 
charitable societies and recourse to the poor law, according to 
the reciont successful practice of his union at Fulham. He does 
not, however, make any allusion to the encouragement of insur- 
ance against unemployment, which is often suggested as a part 
of such a i)olicy. Dr. Sibley, from the point of view of the Jhavatc^ 
Schools Association, denounces the nationalisation of secondary 
education and the uniformity of type which must, in his opinion, 
be th(‘. result of transforming the grammar schools and crushing 
private ventures. Some recent statistics are given in illustra-. 
tion of this. Lord Avebury expounds once more his facts and 
arguments against municipal or national trading. Sir William 
Chance has a paper on the alternative to old age pensions, and 
Sir Arthur Clay on the probable and the realised effects of the 
State-feeding of children. 

Some of these papers seem likely, at present, to be of moro 
historical interest than practical value, owing to the development 
of affairs since tliey were wTitten. The attitude of the individua- 
list, moreover, unless he indulges in rhetorical effusions on liberty 
and popsonal dignity, is apt to be so negative as to api>ear less 
immediately attractive than that of the socialist enthusiast. • It 
is possible, therefore, that the British Constitution Association 
will be a more effective antagonist of “popular” socialist oublica- 
tions when it has developed the constructive side of its pro- 
gramme. In any case, dispassionate — and eCccessible — criticism 
by experts must have its value in guiding public opinion on legis- 
lative experiments in socialism. 

C. V. Butler 
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The Socialist Movement in England. By Brougham Villiers. 

(London and Leipsic : T. Fisher Unwin, 1908. Pp. x., 

340.) 

English socialism has reached a point in its development at 
which it fully deserves a historian, and Mr. Brougham Villiers 
has given an interesting description of its growth and present 
condition, written, apparently, not for the expert, but for the 
perplexed observer and for the less instructed supporter of the 
movement. His account is frankly partisan, being the attempt 
of a moderate socialist to sketch the historic background of his 
aims and beliefs. There is, however, always a place for partisan 
history, and the author’s prepossessions are seldom allowed to 
distort liis statement of facts. 

The theme of the book is, we understand, the interaction, 
past, present, and future of social ideals and practice or, as it is 
here summarised, of “tlux^rctic and organic socialism.*’ Accord- 
ingly there is a sketch of successive forms of common life and 
activity from the primitive (‘ommunism of the savage tribe and 
the cor}X)rate life of the mediawal village community down to 
thp concerns of municipalities and government departments at 
the present day. It is through the cumulative experience of 
these, rather than through the preaching of idealists, that 
.socialism has advanced in practical England. (Some of the 
historical statements as to this early period are open to dispute 
in matters of detail, but the author expressly disclaims original 
authority in the material for this section of his work.) “Theoretic 
socialism becomes widespread when there is much organic 
socialism to suggest it ; it is rare and powerless when indi- 
vidualism is rampant. . . . The social theorist is probably only 
effective when he knows how to inspire and use the organic 
socialism round him.” 

After the purely historical retrospect of the first chapters the 
author approaches the genesis of the socialist partied of the 
’eighties and ’nineties, and we feel at once that he has come to a 
closer grip with his subject. Not least interesting is his account 
of the early days of the Independent Labour Party, and of the 
training of the young I.L.P. member, supplemented by his ex- 
perience in co-operation and trade union work. Increasing num- 
bers of such men are working out in the district and municipal 
councils on wdiich they serve, the lessons of administration learnt 
in their own organisations. Their business capacity fully justi- 
fies their position, and their beliefs will, the author thinks, 
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gradually permeate local government with a practical socialism, 
sanctioned rather by its actual working than by political 
philosophy. *‘The Labour Party of to-day is the fruit of an 
alliance between the moral enthusiasm of the socialist and the 
practical strength of the trade unionist. In that alliance lies the 
hope of British socialism.” 

The last portion of the book is devoted to a series of essays 
on the prosjK^ctive work of socialism in England. The author is 
comparatively moderate in his views as to the near future ; he does 
not contemplate the complete extinction of the private capitalist, 
and he looks forward to the development of home industries and 
of the “ self -employing proletariate ” (i.c., the pedlar, &c.). His 
solution of the temperance question is an excellent commentary 
on the present Licensing Bill. He has done well in insisting on 
the future development of distinctive national types of socialism, 
and he makes a fair defence of the socialist conception of 
fj'eedom. But his more extensive forecasts, c.g., as to the eman- 
cipation of women, and the supplies of free bread and milk to all 
^ the citizens of the perfect municipality of the future, are, with 
all allow'ances for his party’s point of view, ratheir disproiX)r- 
tionate in length to the earlier historical and descriptive chapters. 

As a whole, how^ever, the book, without being profound, is 
interesting and suggestive. And it is noteworthy for an absence 
of theorising and for the support of a policy of opportunism^ 
which are marked features of the newer works on socialism. 

‘ ‘ The fowler theories for or against the merits of the national 
state as an institution the socialist holds the more fitted he will 
be to welcome any and eveiy advance made either by the cen- 
tralised state itself, by the local governing body, by the trade 
union, the co-operative store, or societies like the Housing 
Iteform Association to build up the complex life of the Co- 
oi>erative Commonwealth.” This rather short-sighted view of 
political problems has its advantages, but it would have surprised 
the oldbr socialist writers as much as it earns the disapproval of 
modern extremists. 

C. V. Butlee 

The Small Holding. By F. E. Green. (John Lane Company.) 

The virtue of this little book undoubtedly *is that it is written 
by a small holder with a faculty for writing : a faculty certainly 
not common among small holders. If only small holders could 
more frequently transmit the successful methods of working their 
land into cold print so that he who runs may read, untold service 



568 


THE ECONOMIC JOURNAL 


[DEO. 

would be rendered to the country. But their •• inclination 
generally is to keep their success as much as possible from the 
public gaze, and if they tell any friend, who has ’gained their 
confidence, how much they have realised for their crops or their 
stock, they arc sure to add in the next breath : “Be sure and 
don't tell anyone, or, at any rate, don't mention our names 
when you are quoting any figures we have supplied you with.” 

Mr. Green, it appears, “is struggling to make a living from 
twenty-five acres in Surrey,” so that he speaks from actual ex- 
perience, and a very interesting experience it is. In the first 
place, he had to purchase his holding, and, consequently, to lock 
up a considerable amount of capital which he would have found 
extremely useful to farm with. It is not surprising, therefore, to 
find that Mr. Green is against purchase from experience and in 
favour of renting from a public authority at a fair rent with 
fixity of tenure. This confirms the almost universal opinion of 
those of us who know the wants of the small holders, and is 
another nail in the coffin of “Peasant Proprietorship” as advo- 
cated by our friend the Right Hon. Jesse Ceilings. 

Mr. Green gives some practical details as to the creation of a 
homestead and a series of plans of suitable buildings. For this 
equipment he puts down the sum of £ 325 , divided as to dL‘250 for 
the house and £75 for buildings. This division does not appear 
to be in the best proportion. If only £325 is to be spent it means 
devoting too much to the house and too little to the buildings. 
An excellent house can now be built for £200, and, certainly, 
£125 would not be too much for buildings on a twcnty-fivc-acre 
holding. But here, of course, it all depends ux)on the class of 
holding. Mr. Green's holding is practically all grass. The vast 
majority of holdings have a greater proportion of arable than 
grass land, and consequently buildings must be erected accord- 
ingly. On the Crown Lands, for instance, where twentyffive- 
acre holdings have been recently created, twenty of which are 
arable, the houses have cost £225 and the buildings £>25, 
£350 per holding. 

Still, Mr. Green has several practical suggestions to offer to 
those who have to erect their own buildings and equipment, not 
least among them being a very simple and inexpensive con- 
trivance for gatew&ys, namely, that of “erecting four thin ash 
posts, and by nailing crossbars on each pair of posts so that you 
can slide a couple of rails along whenever you want to let any- 
thing pass.” 

* When he comes to deal with stock, Mr. Green has again suc- 
* ceeded by experience in evolving some valuable suggestions.- He 
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has discoveVed that it pays better to sell milk than to make 
butter, under present conditions ; that cows are shut up too much ; 
that if you want good cows, i.e., good milkers, it is wise to rear 
your own stock and select from them; indeed, that your motto 
should be : “Buy as little as possible.” Further, Mr. Green has 
discovered that at present the small holder docs not make full use 
of hi.^ liquid manures. 

The cost of calf-rearing and the profits on cow-keeping are 
carefully set out, and here again the writer has found what the 
small holders in Lincolnshire dcunonstrated years ago, that ther(3 
is more profit on rearing young skx^k than in exclusively devot- 
ing the holding to cow-keeping, and that the amount of Sunday 
work is much reduced when it is only a question of foddering 
stock and not also having to milk night and morning. 

On pigs, Mr. Green also descants with considerable know- 
ledge. Nothing on a farm varies so much in price, from time to 
time, as pigs, but a small holder must have pigs, and if he always 
rears them ho gets the “ups” as well as the “downs” of the 
market. Authenticated instances arc on record amongst many 
small holders of one breeding sow bringing in during the course 
of several seasons quite a little fortune. 

On the rearing of fxuiltry Mr. Green gives a decided i)re- 
ference to turkeys, and he advances good reasons for the con- 
clusion he has come to on this important part of a small 
holder’s operations. At the present time I should say not one 
per cent, of small holders roar turkeys. This is left to the 
larger farmers, turkeys being more difficult to rear in their early 
days and requiring more costly food. But Mr. Green shows 
that if turkeys are ])roporly kept they are in the end more profit- 
able, and the small holder’s wife should be urged to turn her 
attention more to this subject.* Mr. Green is against ducks, all 
sav(? the Indian runner breed. 

There is a long chapter on the advantages of bee-keeping, 
especially as an industry which can be carried on with success 
by intelligent boys and girls. Here again is something foi^ the 
small holder to learn. The percentage of bee-keepers amongst 
small holders is not large. 

This is how Mr. Green suggests a twenty-five-acrc grass hold- 
ing might wisely be stocked : — 


Five cows at £16 apiece 

£80 

Breeding sow 

Two hives of bees 

5 

3 

Turkeys 

5 

iii 
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Coming to arable land — which, in Mr. Grreen's case, is only 
three acres — his several suggestions as to its cultivation are 
equally sound; fruit of various sorts, both top and hottom, the 
value of damsons in hedgerows, close enough together to act 
as wind screens, d'c. No doubt the small holder must pay more 
and more attention in the future to such important matters of 
detail. The growth of Lucerne, which can bo mowed four or 
five times a season and the plant of which will last for years if 
kept free from weeds, has not escaped Mr. Green’s attention. 
Indeed, all round, Mr. Green has got the hang of things so far 
as the cultivation of the soil is concerned and the roaring of live 
stock. The markets are his great difiSculty, and here again he 
has sensible things to say, and says them very w^ell, on the 
necessity for further co-operation. He is frankly disillusioned 
as to Jersey being the small holders’ paradise, and says, after a 
visit to this island : ‘ ‘ The life of the Jersey farmer I soon dis- 
covered is one of unremitting toil, spent daily in the philanthropic 
work of making fortunes for salesmen, dividends for railway 
companies, and easy incomes for the landlords. Eemts seem to 
average about ilO per acre, and, in spite of the fertility of the 
soil and the geniality of Nature — shown in the immunity from 
fros‘ts and the constant presence of the ripening sun, and the 
unlimited abundance of manure cast upon the shores in the form 
of seaweed-— in spite of the growth of two crops in the time that 
it takes us to grow one crop, it is but a bare living that the cul- 
tivator of the soil gets after the landlord, the railway conjpanies, 
and the salesmen have stripi>ed him of his ‘ surplus wealth.’ ” 

So that in addition to co-oi)eration Mr. Green has discovered 
that the question of rent plays no unimportant part in a small 
holder’s career. Surely, therefore, w^e are encouraged to go on 
with the policy set up in the Small Holdings Act of 1908 of the 
public authority buying land at its fair agricultural value ‘and 
letting it to tenants at a fair agricultural rent. 

K. WlNFEEV 


Luxury and the Waste of Life, By E. J. Urwick. Pp. 233. 

(London : Dent.) 1908. 

In this book Professor Urwick sets out to find an answer, 
for the use rather of the general reader than the economist, to 
the questions : ‘ ‘ How far do moral considerations enter into 
the subject of our expenditure, and what are the economic and 
social effects of luxury ? ” 
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A fresh -jireatment of the subject is justified, so the author 
pleads, in part by the strange persistence of the “fallacy of spend- 
ing,’’ the notion that luxury is good for trade, and in part by the 
absence of any satisfactory ethic of consumption. With the 
purpose and standpoint of the book one must needs be in com- 
plete sympathy. A clear discussion of the ethical and economic 
consequences of the present consuni])tion of wealth would solve 
many f)oj)ular difficulties and form a needed contribution to 
social studies, even if it could result in no very precise canons 
of conduct. Unfortunately in this case one cannot feel very 
sure that the discussion is sufficiently clear or complete. Never- 
theless the book should prove suggestive and stimulating, and 
might well serve as the starting point for a ri\orc thorough 
treatment of the problem. 

It seems to us that Professor Urwick has needlessly hampered 
himself by the adoption at the outset of a definition of luxury 
that is not only contrary to general usage, but is l)oth arbitrary 
and unsound from an ethical point of view. The common 
definition of the moralist — “expenditure exceeding reasonable 
limits” — is rejected as too vague. The economist’s definition 
is given in the words of Adam Smith — anything over and above 
necessaries together with a minimum of decencies — and 4his 
again is held to be too narrow and contrary to public usage. 
Instead, Professor Urwick seeks for a definition which should be 
perfectly precise, holding good for all the members of the com- 
munity. This he finds in the adoption of the average income 
per head of the country as the standard. All expenditure beyond 
this falls within the category of luxuries. 

Such a definition involves the conclusion that £10 spent by 
a dock labourer, earning £40 a year, on beer is not a luxury, 
while £10 spent on education J^y a mechanic earning £50 a year 
is a luxury. Consequently all the wasteful consumption of the 
poor is ruled* out of consideration, and Professor Urwick confines 
himself to the study of the supra-average consumption of the 
rich. 

But a use which lands us in such judgments as the above 
cannot form the basis for an “ethic of consumption.” Professor 
Urwick himself admits this, and speaks of the definition as non- 
moral but purely economic. The choice of .the standard is sug- 
gested, as Professor Urwick points out later, by reflection upon the 
law of diminishing utility of wealth. All consumption repre- 
sented by the excess of expenditure above the average brings with 
it less satisfaction than is lost to the man who confines his expen- 
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diture below the average. But is it not a pity to adopt an 
economic definition of a term normally ethical in reference which 
turns upon the measurement of utility used in such a sense as to 
be incompatible with the author’s own ethical standpoint? To 
do so is to create unnecessarily an opposition between the ethical 
and economic judgments. As a matter of fact, Professor Urwick 
finds a difficulty in keeping to his definition, and frequently uses 
the term luxury in its accepted though vague sense. 

Professor Urwick then goes on to discuss the effect of consump- 
tion by the rich on the general welfare. Two forms of waste are 
recognised. First, any expenditure that is productive of less 
satisfaction than could be obtained by an equivalent expenditure 
by someone else. The development of this part of the subject 
is, as has been said, cramped by the definition laid down at the 
outset. The effect, hygienic, aisthetic, politic, of the exist- 
ence in a community of a comparatively wealthy and 
leisured class is not adequately considered as it should 
be in determining an ethic of consumption. There is 
no doubt great difficulty in deciding upon any measure of satis- 
faction, and the adoption of the money measure combined with 
the principle of diminishing utility at least givc'S a precise rule 
of (xmduct if we are content to abide by it. But this Pjofi'ssor 
Urwick is not. He holds that it wmiild be unreasonable to press 
the logical issue that all persons should cut down their cxjK'ndi- 
tlire to the level of the average. He goes no further than to 
ask for a considerable increase in simplicity of life from those 
with large incomes. How may this excess of income be best 
utilised? Not by indefinitely swelling the stock of capital tor 
investment, since this will diminish the quantity of eff‘cctiv(^ 
demand for goods and reduce the volume of employment. Ih're 
Professor Urwick subscribes in part at least to the doctrine of those 
who preach against the “fallacy of saving.” But he fails^ as 
it seems to us, to make clear the true ground of objection to 
this process of saving. If we could suppose the volume of fjaving 
at all large relative to the labour employed, there could bo no 
more certain way of raising wages than by every rich man 
cutting down his private consumption and adding to the stock 
of capital for investment. 

The picture of auy lack of effective demand for goods would 
be chimerical so long as the wage-earning population rcuriaincd 
large relative to the whole, and so long as there were oppor- 
tunities for improved methods of production of the goods con- 
sumed by them. But if we suppose only a small section of the 
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economic world ho to act — for example, England — the capital 
ac(‘iinnilatcd would be small relative to the world demand for 
it, and the effect on English wages could never be very great. 

Therefore Professor Urwick’s advice has more to be said for it : • 
that rich uicii wishing to lielp their own neighbourhood should 
devote* their spare wealth to the provision of collective utilities 
or to the {)rovision of such large common services as those of 
medical aid. 

The se.cond form of waste spc'cially discussed is that rendered 
possible by the presence of a number of idle rich maintained on 
unearned income. Sudi persons are real “wasters,” since they 
consume without producing. They are, in fact, far more harmful 
to the community than the idle poor, by reason of their power 
to (!onsumc a larger share of th('- common stock. 

But Professor Urwi(‘.k’s method of formulating this charge 
suggests ct‘,rtain criticisms. For he says that persons are 
“w^asters” who are enabled to purchase goods with money that 
has not been earned “as a direct payjiient for their labour, 
present or past, and measures the value of it to others. We 
may TJote, by the way, the corollary that if “ waster'^ buys from 
“wuisUt,” 110 harm is done. ( 5 ambling is not of itself a form 
of economic w’aste. Ihit in the sentence quotiid the value of the 
service sc'cnis to bo measured by its actual market value. If 
this is so, surely all the income obtained in a free country, 
(except that obtained by fraud, gift, or gambling, is justified by 
th('. test laid down? The answer is suggested by the use of 
the term “labour.” Professor Urwick names two factors of pro- 
duction, nature power and labour powder, as combining to yield 
“lifopow^er.” 

qiie use of capital is thus omitted. Interest and rent are 
by implication condcninod. • Waiting” is not admitted as a 
form of social service. It is not quite clear whether Professor 
I 'rwick really intends to go so far as this. 

note in the two forms of waste here considered the 
old opposition between a distribution according to need and a 
distribution according to desert. In laying down the broad 
canon of conduct that persons should confine thei* personal 
expenditure to the level of average income, the object is to 
secure distribution according to need. 

The second canon, that a person may not consume that which 
he has not purchased with his labour, is an efiort to secure that 
each shall reap the whole product of his labour. 

There is one way of reconciling the two : that the producti^p 
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of each should be reduced to the level of the least, 'productive 
members of the community. Professor Urwick hardly gives suffi- 
cient attention to the danger of attaining this end if his first canon 
is enforced. He rightly assumes that the two canons are irre- 
concilable on purely economic grounds, and therefore affirms 
the ethical duty of keeping production and consumption distinct. 
“An oil king, a railway magnate, or company promoter, may 
all be worth the monc^y th(^y make. It may still be indisputably 
wrong that they should spend it.” With this we most heartily 
agree. C. J. Hamilton 

Some Worhs on Population. 

Populatio7i and Progress. By Montague Crackenthorpe, K.C. 

(London : Chapman and Hall, 1907.) 

Mr. Crackenthorpe’ s littk^ book supplies an interesting 
measure of the growth of public opinion on the )X)pulation ques- 
tion within a generation. It is mainly comixjsod of three reprinted 
essays on family limitation, the first of which appeared in the 
Fortnightly Review in 1872, and the oth'Ts in the same periodical 
in 1900 and 1907. 'I^he first, that is, was published before the 
prevention of Mr. Bradlaugh and Mrs. Besant for selling the 
Knowlton pamphlet brought the question of prudential restraint 
so fully home to general knowledge that the British birth-rate has 
steadily fallen ever since. In his second essay Mr. Crackenthorpe 
tells how after the appearance of the first ho was warned by 
friends of a probable loss of briefs resulting from his temerity. 
No such loss, he tells us, took place, but the warnings testified 
to the state of feeling in cultured circles. To-day, as he notes, 
no such perturbation is set up by much more pronounced utter- 
ances to the feamo effect. His book is in the main a clear and 
sound statement of the ethics of family limitation, and of .the 
national need for it, but docs not give much attention to the 
counter-arguments which found upon economic or sociological 
as distinct from a priori ethical pleas. Incidentally he makes quite 
clear the nearly universal operation of the check to the birth- 
rate, of which France is only the most notable illustration. A 
few statistical statements need revision. On p. 72 it is asserted 
that “ill England in 1903 there were 514,628 deaths,” and on 
p. 79 that “the birth-rate in this country is at present 450,000 
annually, or over 1,200 a day : but for our infant mortality it 
would be 1,500 a day.” What is meant is that the excess of 
l^ijjtlis over deaths is 450,000, and th^t but for infantile mortality 
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it might bft,100,000 more ; but this is not naturally to be under- 
stood from the figures. In point of fact the annual excess is 
only about 400,000. A figure seems to have been dropped, again, 
in th(! Berlin column of the table on p. 54. 

The most serious objection that suggests itself to any part 
of Mr.. Crackenthorpe’s reasoning is evoked by his repeated asser- 
tion that Gennany’s need for colonies to which to send her 
surplus population is “imperative,” and that, in the words of a 
writer whom he quotes, “Germany must either burst her bonds 
or acknowledge final defeat.” This is indeed a quasi-argument 
for family limitation in Germany, but it is no part of either 
economic or jKilitical science. Italy, on this view, has already 
“acknowledged defeat,” and so has Britain, which sends most 
of its emigrants to the llnitcd States. The terminology is irre- 
levant. 


The Endowment of Motherhood. By Dr. M. D. Eder. (The 
New Age Press, 1908.) 

Economk'ATjIjY considered. Dr. Eder’s little book is chiefly 
remarkable for its almost (complete disregard of economic con- 
siderations. Whereas Mr. ISfontaguc Craekenthorpe justly argues 
that a Socialist State could less than any other afford to ignore 
the jwpulation question, Dr. Eder cheerfully propounds a Social- 
istic scheme for the Stat(> maintenance of all pregnant and nurs- 
ing women, married or unmarried, each one getting in addition 
“some money to spend at her own sweet will,” and choosing her 
place of residence ; with a further j^vision of ^50 per child for 
upbringing, and an allowance of £200 per annum to each mother 
or foster-mother who looks after five. The total works out at 
.i‘628 ,000,000 per annum ; and* Dr. Eder pleasantly observes that 
“lot Socialists, who are wont to think in continents, the figures 
are not alarming.” His sense of humour is agreeably evident 
throu^out the book, and particularly in the initial explanation : 
“I must work for a millennium which shall be possible in my 
lifetime.” He recognises that his plan might possibly lead to 
“a huge influx of pregnant women into the country,” which would 
have to be guarded against by “the deplorable measure of some 
Aliens’ Act or a limitation of endowment t6 mothers who have 
been domiciled for a term of years in the country.” But as 
regards home production his only reflection is that, since “they 
will not be personally much richer for each child born, but will 
have with increasing number of children increasing work, ^i^e 
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mothers would in all likelihood, when they knew the "way, limit 
their families.” Dr. Eder seems alternately to suspect that reduc- 
tion in the birth-rate is largely due to disease-induced sterility in 
women » and to desire that prudential methods should be incul- 
cated by the State. 

The serious discussion of Dr. Eder’s book is likely’ to be 
restricted to the arena of Socialist candidatures for Parliament 
and other governing bodies, in which connection, it is to be feared, 
it will furnish many welcome quotations to the opponents of 
Dr. Eder’s political friends. Its sex-ethic is certainly of the 
most advanced type, and the author is at least to be credited 
with the courage of his exjx)sition. 

Rassenverbesserung : M alihtisianismiis und NeumalthusianismUiS. 

Von. Dr. med. J. Rutgers. Einzig berechtigte Uebersetzung 

von Martina G. Kramers. Mit Einfiihrung von Marie Stritt. 

(Dresden und Leipzig : Vcrlag von Heinrich Muden, 1908.) 

The Dutch work of Dr. Rutgers is by this translation made 
available to the wider range of readers to which it is so well 
entitled. Avowedly writing for the gene»*al public and avoiding 
scientific terminology as far as may be, Dr. Rutgers nevertheless 
writes always in a scientific temper, and fully and judiciously 
discusses all the standing criticisms of the Neo-Malthusian case. 
As his title partly tells, he claims for it the objective of a better- 
ment of the race, economic, moral, and physiological; in other 
words, the “elevation of the individual and of society.” At the 
outset he warns against some of the logical pitfalls of the investi- 
gation, and guards against the assumption of some Malthusians 
that reckless breeding is to be regarded solely as cause, and 
economic distress solely as effect. “Each of the two phenomena 
is at once cause and effect “ — as in 'the case of popular alcoholism. 
Politically he dissociates himself alike from those who w6uld 
make popular imprudence a ground for refusing legislative 
reforms, and from those who treat the |X)pulation quesfion as 
irrelevant to reform problems. CapitalLstic production, he 
observes (p. 128), exploits })opular fecundity just as did feudalism 
and slavery, and as the nomad peoples still earlier exploited the 
fecundity of domesticated animals ; but capitalism does not evoke 
the fecundity it exploits, though it is apt to contemplate it with 
a satisfaction of which Dr. Rutgers points out the shortsighted- 
ness. On economic issues he reasons in general as acutely and 
sensibly as on ethical and sentimental ; and he discusses practi- 
caily every aspect of the matter. After analysing the individual 
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and socio-e^bicai problems in the first and second parts of his 
book, he devotes a third to the racial-biological question ; and in 
an Appendix entitled “Malthus,” he briefly presents the evolu- 
tion of the practical debate. The book is thus one to be studied 
by all who arc concerned to follow the scientific development 
from Malthus onwards, and to learn the most comjietent answers 
to the manifold objections brought against alike the earlier and 
the later forms of the doctrine of family limitation. 

Statistically the book is particularly instructive inasmuch as 
it makes abundantly clear the almost invariable sequence of 
lessened death-rate upon lessened birth-rate. In the light of these 
figures for all countries it becomes fairly clear that the tendencies 
are correlative, and that wherever there is hygienic progress there 
is prudential restraint, each encouraging the other. In the light 
of this demonstration some readers may be enabled to sec more 
easily the force of Dr. Rutgers’s proposition that those who say, 
“I am a Neo- Malthusian, therefore not a Socialist,” and those 
who say, “1 am a Socialist, therefore not a Neo-Malthusiaii,” 
have alike failed to understand Neo-Malthusianism and Socialism. 
This freedom from partisanship is one of the great merits of the 
treatise. By Frau Kramers it has been rendered in remarkably 
neat German — a characterisation scarcely due to the introduction 
by Frau Stritt. 


Social Democracy and Population. By Alvan A. Tenney, Ph.D., 
Tutor in Sociology, Columbia University. (Studies in 
History, Economics, and Public Law. Edited by the Faculty 
of Political Science of Columbia University. Vol. XXVI., 
No. 4.) (New York : The Macmillan Co. ; London ; P. S. 
King and Son, 1907.) 

The value of Dr. Tenney’s very interesting and avggestive 
treatise is apt to be depreciated for some readers by his early and 
incauttouB assertion (p. 24) that “No fact in history stands out more 
plainly than the danger incurred by any nation which fails to 
increase its population with sufficient rapidity to meet other 
peoples on an equal footing and repel attack.” On the very 
next leaf he notes that “India and China have held their own 
because of overwhelming numbers — and th’eir conquerors were 
absorbed.” That is to say, overwhelming numbers did not avert 
conquest. The balance of evidence is really in favour of the view 
that most conquests have been effected by minorities ; and there 
is no clear case on record of subjection due to slowness of rate»of 



578 


THB ECONOMIC JOUBNAL 


[PBO. 


increase of population. Diminishing savage racjes *are at least 
no ofteiier subdued than others; and the decline of birth-rate 
in imperial Eoman Italy is only an aspect of a general political 
decadence. 

At other points Dr. Tenney is more truly inductive ; and his 
essay as a whole is very helpful to a scientific view of the problem 
of population control. Accepting Prof. Giddings’s improved 
statement of Malthus’s law — “In any given state of industry 
and the arts, ];x)pulation tends to increase faster than it is i>ossil)le 
to raise the general plane of living “ — Dr. Tenney assumes that 
“Democracy requires a rate of population increase less rapid than 
the rise in the standard of living.” His book is on the whole 
biological and sociological in the general sense, giving no special 
attention to economic considerations ; but he reaches conclusions 
which are of economic importance. The recent decline in the 
Unit(‘.d States’ birth-rate, he sums up, “if unaccompanied by 
undesirable qualitative changes, can only be favourable to the 
maintenance of that high plane of living which is essential for 
social democracy. This decline may indeed render the exploita- 
tion of resources less rapid, and the grin of capital smaller, but 
it will also render the readjustment of socially undesirable 
ine/jualities more feasible.” Others of his political inferences are 
more questionable, as whe^n he ascribes the size of Britain’s navy 
to the need to protect her foreign commerce ; and his apparent 
counsel to his countrymen to seek to be “self-sufficient economic- 
ally ” is open to grave political criticism. But it is noteworthy 
that he counsels the abandonment of tariffs in favour of the plan 
of “preventing the entrance of those who will depress the plane 
of living.” On the special question of family limitation he very 
usefully brings out the fact, deduced from Copenhagen statistics, 
that while the gross fecundity ir the professional class is less 
than in the artisan, the net fecundity is higher. 

J. M. Eobertson 


Gold Prices and Wages under the Greenback Standard, By 
Wesley C. Mitchell. (University of California Publications 
in Economics.) Pp. 627. (Berkeley : University Press, 
1908. 

This is a continuation of the author’s History of the Green- 
backs; or rather the materials for such a continuation, “the 
statistical apparatus of a book still to be written.” 

^ The statistical apparatus would be well worth studying for its 
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own sake,*Qven if the author had not pointed out its economic 
significance. In dealing with prices and wages he is not content 
with the comparison of arithmetic means; he employs largely 
medians and deciles. For example, for the prices of October, ' 
1873, compared with 1860, there are ninety -one percentages : as 
thns, in the order of magnitude, 

58, *76, 78 bis, 85, 86, 89, 91 his, 92, ... . 241, 250, 367. 
The deciles are points on this scale which divide the whole group 
of percentages into ten sub-groups, each comprising a number of 
percentages which is the tenth part of the total number, that 
is, 9, or ratlu^r 9*1. Tims the first decile is 92, since up to 
and exclusive of 92 there are nini^ entries — 78 and 91 each 
occurring twice. Likewise the ninth decile is 196, since up to 
and exclusive of that entry there occur eighty -one percentages. 
The median is identical with the fifth deciles The graphical 
representation of this system consists of ten more or less parallel 
curves. 

There can be no question as to the value of this statistical 
method. But before it is generally adopted its cost in labour 
should be counted. Is it worth all the trouble that it involves? 
Could nearly as valuablt^ results be obtained with considerably 
less trouble ? If for summary purposes an abridgment is 
desiderated, I suggest as a rough and ready rule the following. 
Find the sc'cond, fifth, and eighth decile; these determinations 
(with some attention to the highest and lowest figures that occur) 
will adequately characterise the group. ^ Thus for the prices of 
October, 1873, the data would be as follows : — 

Lowest. 2nd decile. Median. 8tb decile. Highest. 

58 104 131 167 367 

This presentation brings oui the interesting circumstance that 
the .distribution of the inflated prices is not symmetrical; the 
higher prices exceed the average much more than the lower prices 
fall sh«rt of it. The incident had been observed before, but not, I 
think, evidenced so fully as by Mr. MitcheH’s statistics. ‘For 

^ The constants c and j pertaining to an asymmetrical curve error (of the 
kind described by Mr. Bowley in the Appendix to the second edition of his Elements 
of Statistics) may be roughly calculated from the median together with two 
percentiles, as shown in the paper on the methods hf representing gtatistioa 
contributed by Mr. Bowloy and the present writer to the Journal of the Royal 
Statistical Society, June, 1902. A particularly simple construction is afforded by 
the 16th and 84th percentile (corresponding to the points Rj, Rg mentioned by 
Mr. Bowley in the paper referred to) taken in connection with the median. 
But Mr. Mitchell’s statistics are perhaps too violently asymmetrical to justify Jhe 
use (for this purpose) of percentiles at such a distance from the central region, • 
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the period 1860 to 1880 the average difference between, the second 
decile and the median is 25*6 (as appears from Mr^ Mitchell’s 
Table 5), while the average difference between the ‘median and 
the eighth decile is 33. The differences between the higher and 
the lower parts of the scale are much greater. 

There is a propriety in fixing attention upon the central 
portion of the statistical group. For that is the portion- most 
amenable to general law. It is there that we may look for the 
fulfilment of the law of error — the asymmetrical law, which is 
a generalisation of the simpler law expounded by Mr. Galton. We 
may expect to find the law when we have reason to believe that 
there exist the conditions of its genesis — the sporadic action of 
independent agenci(‘s, a chaos of elements 

“ Confusedly in their pregnant causes mixed.*' 

Now with regard to price-variations, Mr. Mitchell’s statistics 
afford evidence of this fortuitous distribution. His Table 14, 
showing the numerical order of the percentages representing 
price-variations for some ninety commodities at the epoch 1865 
and 1879 respectively, shows in regard to the character of the 
commodities thus arranged, the sort of disorder which is favour- 
able to the application of Probabiliti(‘-s. “ Unlik(‘ commodities 
are often side by side, and related commodities are often widely 
separated.” In the period under observation forty-two commodi- 
ties moved from the lower half of the table to the upper half, 
or the other way. 

The statistics of wages do not, I think, aflord such perfect 
data for the application of the more refined methods ; j)rincipally 
for the reason which is thus indicated by Mr. Bowley. “In . . . 
wage groups we are not dealing with unconnected units ; there is 
a tendency towards a standard wage in many occupations.” ' Tt 
is disconcerting to find in Mr. Mitchell’s tables of w^ages coinci- 
dent deciles ; as to which Mr. Mitchell remarks : — “The fact that 
two or more of the deciles for an industry are frequently identical 
is due mainly to the fact that the scries for an important occupa- 
tion in a large establishment often represents more than a tenth 
of the whole number of employees in the industry as shown by 
the data ” (p. 104). This lumping together of numerous statis- 
tics at one point appears to me to impair the method of percen- 
tiles, as applied to wages, more seriously than the opposite 
characteristic— -the absence of density — by which Mr. Mitchell 


^ Journal of the Statistical Society, loc, cit. 
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is disquietqd, even with reference to statistics of prices. “The 
median,” he says, “is rather erratic within limits of several 
points, because its precise position is often dependent on the 
relative price of a single commodity, which stands in the middle 
of the scale of relative prices ” (p. 58). The imperfection is due, 
as the .writer intimates (p. 33, note), to the smallness of the group. 
He might have added that it is not entirely removed by the use 
of the arithmetic mean which he proposes to employ collaterally. 
The advantage of the arithmetic mean in respect of definiteness 
over the median is to a large extent only in appearance. 

1 am looking at the matter from the point of view of Prob- 
abilities ; (',ach observation being regarded as representative of 
some coefficient that would be applicable to an ideally complete 
set of statistics. There are other points of view ; there are 
diversities of problems, as Mr. Mitchell has pointed out, with 
respect to prices at least. With reference to one kind of problem 
it is proper to use price-variations not weighted according to the 
amounts, but rather selected according to the independence of 
each commodity, and not necessarily combined by way of the 
arithmetic mean. For another problem it is proper to weight the 
prices with corresponding quantities of coimnodity, and to com- 
bine the figures on the principle of the arithmetic mean, simple 
addition. 

Of the latter description is the problem to determine the 
variation in the CQst of living to the wage-earner, the change ill 
the money-price of the set of articles (considered as constant) 
which he consumes. Mr. Mitcheirs statistics throw much light 
upon this problem. Some of his results may be subsumed in 
the following generalisation. Let us define as “responsiveness” 
(to (jhanges in monetary policy) a couple of attributes which are 
observed to go together, namel]^, the rise of index-numbers repre- 
senting prices in paper-money from 1861 to 1864, and the fall 
thereof from 1864 to 1879. Then in the scale of responsiveness 
tlu? follpwing class<^s of prices prove to bo in a descending order : 
(1) Prices of gold (in greenbacks) ; (2) wholesale prices of com- 
modities ; (3) retail prices ; (4) cost of living ; (5) wages. The 
paper price of gold rises higher and falls further than the whole- 
sale prices of commodities, and much more than retail prices; 
the -rost of the articles consumed by w'orkmen fluctuates more 
violently than their wages (pp. 237, 273, 278, et passim). 

This rough generalisation masks specific differences of great 
interest. For instance, it is found by Mr. Mitchell — contrary to 
a general belief, I think — that the responsiveness of the low^gr 
No.. 72. — VOL. XVIII. K R • 
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grades of wages is greater than of the higher grades. The 
paradox is explained by “the more severe pressuip which the 
increased cost of living puts upon wage-earners^ with small 
incomes ” (pp. 165, 186). The supply of common labour seems 
to show an elasticity now commonly supposed to exist only in 
the pages of Eicardo. 

Mr. Mitchell points to other results of economic significance 
which it may be hoped he will develop in the future continua- 
tion of his History of the Greenbacks. He will thus obtain 
as high a rank in Economics as that which he has now attained 
in the twin science of Statistics. 

P. y. Edgeworth 

Die Gesellschafts- und Staatslehre der Physiokraten. Von 
Benbdikt G-untzberq. (Leipzig : Duncker und Humblot, 
1907. Pp. 144;8vo.) 

The German seminar is an admirable institution, but it some- 
times turns out work which one can only hope will be regarded 
by teachers in this country as examples of what to avoid. Herfe 
is a thesis, upon which much care and time have been expended, 
which seems to be about as useful as the carving of cherry-stones. 
It might have been better entitled “ The Philosophy of the 
Physiocrats.” The names of previous philosophers hurtle through 
'its pages — Descartes, Newton, Locke, Shaftesbury, Cumberland, 
Malcbranche, D’Alembert, Holbach, Montesquieu, Hutcheson, 
&c., &c. , and the dicta of the Physiocrats are shown to agree a 
little with those of some other writer, or to differ more or less 
from them. In catalogues of old books the eye catches such titles 
as La Fontanc, Economiste or Montesquieu, Economiste. There 
seems no reason why the compilers of such books should ever 
stop. For anything I know, someone has already written on 
“Shakespeare as an Economist,” or “Cobden as a Philosopher.” 
This last subject would be nearly, though not quite, parallel with 
that of this essay. The great majority of the Physiocrats knew 
nothing about the writings of philosophers, and sometimes they 
treat them comprehensively with open contempt. They were 
“in politics,” with a practical programme, and were ready to 
fortify their advocacy of Free Trade and a Single Tax with any 
argument or general proposition which they thought supported it. 
But it is impossible to regard their convictions as deliberately and 
consistently built upon the foundations of a settled philosophy. 
What they say about Gnd and man, and the universe and the 
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first causes of things are, as often as not, mere bits of rhetoric 
not always in consonance with each other, even in the same piece 
of writing. What looks like a buttress is sometimes mere orna- 
ment. 

The mind irresistibly travels to one of the rare masterpieces 
of economic humour — recently reprinted at Paris — the Misdre de la 
Philosophiej in which Karl Marx mercilessly banters Proudhon’s 
Philosophie de la Misere. Proudhon, he said, had passed in 
Germany for a great French economist, in Prance for a great 
authority on German philosophy. It was Marx’s task to explode 
both reputations, and especially Proudhon’s affectation to be to 
philosophy what Quesnay was to economics. The great English- 
man, Eicardo, jvith his favourite illustration, was always turning 
men into hats. Proudhon went further, and turned hats into 
ideas ! 

If the elder Mirabeau had been asked under the standard of 
which philosopher he ranged himself, we can imagine his growl- 
ing something to this effect : '‘I leave it to ideologues to turn 
things into ideas. I want to turn ideas into bread for the people !” 

* Henry Higgs 

• 

The Early History of the Levant Company. By M. Epstein, 
M.A., Ph.T). (London: George Eontledge, 1908. Pp. x 
+ 270. 2s. 6d.) 

This volume traces the history of the Levant Company up 
to 1640. The industry of the author in searching for original 
sources of information has been richly rewarded by the discovery 
of a series of letters as well as the Court Books of the company 
as it was reconstituted in 1605. Thus it is natural that from 
July 13th, 1614 — the date at vshich the latter documents, as 
now extant, begin — it is possible to obtain a fairly complete 
view of the organisation of the company and the nature of the 
conditions under which its trading activities were carried on. 
Dr. Epstein has related the essential facts tersely, but with .a 
considerable amount of insight. It is to be hoped that the hint 
given on p. 151 as to a second instalment may be jusoified by 
its appearance at an early date. In the earlier part of the work, 
which ’deals with the sixteenth century, there are some im- 
portant omissions. So careful a student as Dr. Epstein should 
scarcely have missed the consideration of the problem which is 
suggested by a careful study of the documents, as to whether it 
is a fact (as has been hitherto supposed) that the companies of . 
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1581 and that of 1692 were regulated ones, or whether they were 
not instances of the joint-stock type. If the letter view be 
adopted, and there is almost indisputable evidence in its favour, 
it throws light on several obscure points, and would 
change the interpretation of ‘‘the entrance-fee** mentioned on 
pp. 33 and 37. It seems, too, that more may yet be discovered 
as to the causes of the disorganisation of the trade for some years 
before 1605. The Crown had acquired a considerable stock of 
drugs and spices from prizes, and there was at least one pro- 
clamation prohibiting importation of some of these commodities. 
This may have been the first blow to the success of the company. 
This was followed, as api)ears by the letters of the company 
preserved in the first Court Book of the East India Company, 
by dissensions amongst the members. There may have been 
a split, some breaking off from the joint-stock body and trading 
independently. If this were so, the company, as reconstituted 
in 1605, would have been a union of diverse interests, like that 
of 1592. 

W. R. Scott 


Whe History of Local Taxation in Scotland. By Stanley 
Horsfall Turner, M.A. (Edinburgh and London : Black- 
wood, 1908. Pp, vi., 308.) 

Mr. Turner’s critical narrative of the development of local 
taxation in Scotland deserves to be widely read, not simply by 
students of the local institutions of that particular country, but 
by all students of administration and public finance. The system 
which he describes presents many features of sf>ecial interest, 
and this book may, in fact, be regarded as the record of a number 
of instructive experiments in forms and methods of taxation. 

There is, for example, the equal division of certain rates (e.g.y 
the poor rate and such town rates as those for streets and paving, 
general improvements, public health, housing, unemployment, 
and registration)— a plan which has prevailed in Scotland for 
more than two centuries. There is an interesting table on p. 207, 
from which it appears that in Edinburgh the result of this divi- 
sion is that of the total burgh rates two-thirds fall on the occu- 
piers and one-third on the owners. In this connection it’ may be 
remarked that on p. 196 Mr. Turner observes that “at the begin- 
ning of the period of modern burghal rating . . . the two most 
important general Acts, passed within a few years of one another, 
set up two different methods of rating — the one on occupiers and 
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the other divided equally between owners and occupiers.” He 
then points oiit that the classification of rates in this way — both 
at and since that time — was purely arbitrary, and suggests (p. 
200) that “possibly there was a feeling that it made no ultimate 
difference in incidence ” ; whereas on p. 54 he has told us that ” all 
rating legislation in Scotland has proceeded on the assumption 
that rates * stuck where they fell.* ” 

A second interesting experiment was the graduation of local 
rates — somewhat on the lines of the Inhabited House Duty — 
which was common in the Scotch burghs a century ago, and 
still contihiics for the ix)lice rate in Glasgow (p. 20G) ; and 
another was the once widely-spread system of a local income-tax, 
which survived, in Greenock up to 1880. From some remarks 
in the introductory chapter (p. 8) and on pp. 50-52, it would 
appear that Mr. Turner has convinced himself that a local 
income-tax is an altogether “undesirable method of taxation,” 
and fraught with almost insuperable difficulties. Yet the fact 
that the Gorman cities are able to work such a method of taxa- 
tion with success and little complaint suggests that the experi- 
ence of S(‘otlarid can hardly be accepted as conclusive in this 
matter (the case of Lord Chief Justice Campbell has been fre- 
quently quoted in this connection and is quoted again here, bfit 
proves singularly little for so hard-worked an example). In two 
other forms of taxation also Scotland recalls Continental experi- 
ence ; the complaints as to the “petty customs” (pp. 143-150), 
which continued to so rcjcont a date in many of the Scotch towns, 
are identical with the criticisms commonly directed against the 
“octroi” of the French, Italian, and South German towns; and 
the regulations as to statute labour for county purposes 
(pp. 210-213), definitely established in 1669 and continuing, 
though with greatly diminishcct force owing to the growth of 
commutation until a comparatively recent date, are closely akin 
to those which still form part of the local government law of 
France, and are far from being a dead letter in that country. 

The chapters on the development of rating for poor-relief 
and education are especially interesting to students of social 
history. The growth of a system of general taxatiem for the 
relief of the poor was much slower than in England, and the 
relian'ce ujxjn voluntary contributions as the main source of 
revenue continued very much longer than in the latter country. 
Even as late as 1837 only one-third of the Scottish parishes (with 
ono-half of the population) were assessed for poor relief, and 
slightly less than one-half of the total available revenue was 
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derived from rates. The remainder came from a number of 
#- . * 

Bources — voluntary oflFerings^at churches (but not jj;t dissenting 

chapels ; hence the growth of dissent, and finally the^ great disrup- 
tion, helped powerfully to bring about financial reform in 1845), 
charges for palls and bearers (frequently a monopoly of kirk 
sessions), fines for immorality, or for breach of promise of 
marriage, and the surplus above 100 marks of sums won- within 
twenty-four hours at cards, dice, horse-racing, or other wagers. 
It is noteworthy that, in spite of these efforts to devise sources 
of revenue, the plan of taxing tickets for co.ncerts, theatres, and 
other spectacles (so common on the Continent) is not mentioned ; 
but possibly "the yield from such a tax would have been too insig- 
nificant — in Scotland — to be worth the trouble of collection. On 
the other hand, it is an interesting fact (and characteristic of 
Scotland) that attempts at general taxation for the purposes of 
education began as early as 1633, and the object was never after- 
wards lost from sight. 

In a final lengthy chapter Mr. Turner describes and criticises 
severely the existing system of Exchequer grants to local authori- 
ties, and to his destructive criticism adds some suggestions 
towards a constructive policy. Keform of local taxation moves 
in'the United Kingdom with slow" and halting steps, but we may 
hope that it has been Mr. Turner’s good fortune to strike a final 
blow at the existing system, and that in the re-organisation of 
national finances, which cannot without grave danger be long 
delayed, the combined voices of the economist and administrative 
critics may at last receive attention. 

Percy Ashley 

Lectures on the Industrial Revolution of the Eighteenth Century 
in England; Popular Addresbes, Notes and other Fragments, 
By the late Arnold Toynbee. New Edition, together'with 
a Keminiscence by Lord Milner. (Longmans, Green & 
Co., 1908.) Pp. xxxvi,, 282. Price 2s. 6d. 

It is a matter of real satisfaction that Toynbee’s literary re- 
mains, including the lectures on the industrial revolution, should 
have been reprinted in a cheap form. To those who know Toyn- 
bee only by what -he has written, Lord Milner’s Beminisdence 
prefixed to this volume tells with admirable taste and judgment 
all that can assist them in finding the right point of view. Toyn** 
bee, he truly says, was never meant to write a treatise on political 
economy like Mill or Marshall. It might be added that Toynbee 
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did not approach the subject by the road of the ordinary student. 
“For the S8|ke of religion he became a social reformer; for the 
sake of socilil reform he became an economist.” On the other 
hand, as Lord Milner adds with equal truth, he had all the 
qualities required for writing a great economic history. The 
“Industrial Revolution” is, indeed, a fragment, but it has that 
quality which makes some fragments more inspiring, more educa- 
tive than many carefully completed works. An ardent reformer 
who never failed in his reverence for truth and a conscientious 
student who never lost his sympathy with men, Toynbee set an 
example which will be always needed and cannot be too often 
brought to mind. Yet even the “Industrial Revolution” hardly 
gives so vivi(J an impression of Toynbee as some of the notes 
and jottings on more general themes which are re-printed here. 
“Our delicate, impalpable sorrows, our keen, aching, darling 
emotions, how strange, almost unreal they seem by the side of 
the gross mass of filthy misery that clogs the life of great cities.” 
Equally characteristic, for Toynbee had a healthy sense of 
humour, is the following : — “Some people’s minds arc like a place 
of public meeting — all kinds of opinions appear there in turn and 
leave it just as they found it, empty and open to every comer.” 

F. C. Montague 

Co-operation at Home and Abroad. A Description and Analysis. 

By C. R. Fay. (London : P. S. King & Son. Price 

IQs. 6d. 

In devoting some three years of research to the subject of 
“Co-operation at Home and Abroad,” Mr. C. R. Fay has don€' 
real service to a movement which has, within the last three- 
quarters of a century, permeated the agricultural, industrial, and 
commercial relationships of the workers to an extent scarcely 
realised even by its most ardent followers. Beginning the study 
accidentally, as a phase of the ‘‘ living side of Economics,” Mr. 
Pay tdbk up the investigation of the subject in earnest as a Shaw 
Research Scholar of the London School of Economics, .from 
1906-8. The result of his work is published in an essay of 400 
pages under the above title, describing and analysing the co- 
operative movement in the United Kingdom, Germany, Denmark, 
Switzerland, Belgium, and Italy. • 

In each of these countries Co-operation presents not only some 
well-defined features of organisation, but varying degrees of social 
and economic importance. These differences and complexities 
the writer has admirably brought out in descriptive passages, 
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while seeking, by analysis, to discover the “common factors*’ 
which unite the aims of co-operation, and make it wkat it un- 
doubtedly is — a movement to be reckoned with in the economic 
regeneration of the world. 

The book is divided into four parts : — Part I. , Banks ; Part II. , 
Agricultural Societies; Part III., Workers* Societies; Part IV., 
Stores.— In all the parts Mr. Fay has succeeded in reducing to 
well-balanced and coherent proportions an enormous mass of 
intricate detailed information, gathered at first hand as far as 
possible, and a still more difficult mass of ex parte literature. To 
one who knows something of both the quantity and the quality 
of the material with which he had to deal, the achievement 
seems triumphant, and one that should make all future students 
of Co-operation grateful to the writer. 

In an introductory chapter Mr. Pay gives a definition and 
classification of Societies ; and in a concluding chapter discusses 
the bearing of Co-operation upon the competitive system, and 
upon Socialism. Both these chapters will bear careful study, 
although probably many confirmed advocates of the movement 
will dissent from the essayist’s conclusions : that Co-operation is 
neither the negation of competition, nor the herald of Socialism. 
The«faith of the co-operator in the power of his system to ove^r- 
throw the forces of competition, and to build up a new common- 
wealth, is so strong that he will feel disquieted to find so able a 
student as Mr. Fay conceiving any less comprehensive mission 
for it. But so far as his investigations reveal the true strength 
and weaknesses of the movement, and so far as the future develop- 
ment, either of Co-operation or Socialism, may be forecast, the 
essayist’s conclusions have the warrant of logic. The special 
value of his survey of international forms of co-operation is, that 
we are enabled to focus the movement, not merely as a sectional 
method of commerce, but as an integral part of the business 
life of the people. It is thus brought into due perspective ; outline 
and detail both fall into relationship with the older forms of 
individual competition, and the modern forms of industrial com- 
bination. 

Between certain kinds of combination and certain kinds of Co- 
operative society there is no difference of structure, and, in fact, 
some associations of co-operative producers do pass quite insensibly 
into a kartel. But if the co-operative society is true to itself, there 
is a real difference between them, which is one of motives and 
atmosphere. Both, no doubt, seek first and foremost to benefit their 
own members. But, while the combination is an association of the 
8tr<vig to become stronger, boW, unyielding, and exclusive, the co- 
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Operative aooiety is an association of the weak, who gather together 
and try to Jift themselves and others out of weakness into strength. 
Industrial ctombination, is a force : co-operation is an idea (p. 3). 

When an idea, having its being in ** a common and original ^ 
impulse of man,” is seen working simultaneously in many lands 
with the essential function of a beneficent leaven ” transforming 
weak ignorajice into sympathetic strength,” it is not altogether 
profitable to set an arbitrary limit to its future action, however 
greatly tcunph^d by present economic tendencies. 

The course which the evolution of the co-operative idea is 
taking u] the primary industry of the world, and its effects upon 
national life, are interestingly traced through a maze of complex 
associative eiTorts. A right perception of the significance of the 
co-operative principle, as applied to agriculture, is of utmost 
importance at the present moment, and the lessons so opportunely 
drawn by Mr. Fay in his chapters on Credit Banks and Agricul- 
tural Socic^-ties — which justly o(*eu]>y one-half of his book — should 
be of great vahu) to students of the agricultural question in Great 
Britain, where, except for the successful societies inaugurated in 
Irehuul by the Irish Agricultural Organisation Society, the system 
o[ {igncultural co-operation is but in its ijifancy. In the main, the 
most obvious lesson to be drawn from the development of the 
movement, both at home and abroad, would seem to drive home 
the conviction at w^hich both Schulzc-Delitzsch and Raiffeisen 
ultimately jvrrived, namely, ” that improvement (in the conditiotis 
of the peasantry) was only possible when it depended upon and 
came from the people themselves.” 

As Mr. Fay points out in two particularly interesting chaptex« 
(X. and XT.), the process of agricultural revolution has, since the 
“application of science to agriculture by Liebig and Thaer in 
Germany, Boussinganlt in France, and a cluster of lesser names 
in. England, changed the balance between Nature and Man in 
the latter’s favour.” The trend of European agriculture now is 
towards a system of intensive culture, and includes the encour-* 
agement of the small scale farmer and the small allotment l\plder, 
as against the large scale farmer. Over the greater part of 
Western Europe it is noticeable that ” cultivating ownership by 
comparatively small farmers is making greater headway than 
arry other form of agricultural administratioa. ” In Great Britain, 
as in Bedgium, a secured tenancy is strengthening the position, 
and to the success of the small scale agriculturist co-operation is 
of vital importance. By means of his co-operative credit bank, 
his societies for supply of seeds, manures, and implements ,\his 
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c©-operative ownership of machinery, and his sale societies, the 
small farmer, co-operatively organised, becomes the eqnal of the 
large farmer, and both are ready to combine in a provi&cial dairy 
or corn society, a national selling federation, and an international 
wholesale association. 

But it is the peculiar and fundamental distinction of the .agri- 
culturalist that he retains inviolate his individualistic interest 
in his work ; struggling at close quarters with Nature for the fruits 
of the earth, the farmer is a law unto himself. His area of 
possession and his exertions are alike limited by the boundaries 
of his farm. An organisation imposed upon him from outside 
leaves his interest in association cold. Given access to the land, 
and security of tenure, the small agriculturalist is rpused to co- 
operate with his fellows in ways that will economise his resources 
and enhance the value of his labour. 

There is also a fundamental difference between industry and 
agriculture which Mr. Fay emphasises in analysing the distinc- 
tion between the Schulze-Delitzsch tyj)e of town bank and the 
Raiffeisen type of rural bank. The small industrialist, for whom 
the town bank was evolved, he points out, 

has no need for a kind of (50-operation which does not leave his 
main Vork of production or distribution to himself. He has need of 
the co-operative town bank, because this supplies him with funds 
with which to operate, and no more (p. 10). 

But the trend of industrialism is not to stereotype the small 
industrialist, but to change the small-scale producer into the large- 
scale producer. Hence we hear complaints that the popular bank 
is^ losing its early ideal and its hold on the small worker, and 
“that the management is getting into the hands of big men.“ 
This complaint, w’hich voices dissatisfaction and criticism, both 
inside and outside the movement, is, due, the writer thinks, more 
to the nature of industry than to actual loss of ideal. 

. It is not that big men are eax^turing and driving out the old 
members, but that a growing percentage of the original email 
members is becoming big. Schulze-Delitzsch secured the position of 
the small industrialist under the now conditions of modern industry 
by supplying his chief want, namely, ready capital. But he could 
not secure that he should remain small if opportunities for expansion 
offered themselves (p. ,41). 

4 . Workers' Co-operation and the Store Movement. — When we 
come to the workers’ societies and the store movement, we again 
reach different types of co-operators, approaching the act of 
support from fundamentally different standpoints, but 
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with the* same common ideal — the union of the weak in an effort 
to become strong. 

Associations of -small producers, as in the German Hand- 
werkgenossenschaften, start and end as independent producers^ 
they are on the margin of the modern industrial stream, and they 
are iipt to become stranded and left behind in the sweep of the 
tide. 

The workers’ society, on the other hand, “ is within the area 
of modern industry,’* The type appeared both in England and 
in France in the years of industrial discontent as “the bold, 
passi6nate response, wrung from the unsubmissive souls of those 
who have tasted and found the water bitter.” To English students 
the struggles, failures, and tardy revival of these societies at home 
and abroad arc invariably charged with keenest interest. The 
story owes much, of course, to the personality of the Christian 
Socialists, the pioneers of English productive societies, and to 
Louis Blanc, the pioneer spirit of the State workshops in France. 
Important differences in structure, however, exist between the 
societies in England, France, and in Italy, where, since 1880, a 
vigorous and interesting development has taken place. The five 
chapters of Part HI., devoted to workers’ societies, adequately 
define the strength and the weaknesses of this form of coopera- 
tion, w^hich has caught the attention and inspired the enthusiasm 
of some of the best type of co-operators. 

In this connection, Mr. Fay discusses once again the well- 
worn controversial theme of “profit-sharing.” He sifts with 
patience and fairness the confused arguments and unequal logic 
that has been brought to bear upon the subject by ardent ^pn- 
troversialists, and he carries his readers to the present standpoint 
of the most intelligent advocates of the system, viz. — 

Special remuneration to la|)our as a stepping-stone to membership, 
membership as a status lor the more responsible exercise of functions 
of organisation and cx>ntrol, the exercise of those functions as the 
essence and end, this is the true interpretation of profit-sharing fn 
the society of working-men producers (p. 265). 

This analysis does not, of course, exhaust the controversial 
quality of the theme : there still remains the further disputed 
question as to the course co-operative production shall take under 
the store movement — which is the speqjal success of British 
co-operation, and its best known manifestation. Although thjp 
bitterness of the past dispute, when there w^ere giants of debate 
like George Jacob Holyoake and J. T. W. Mitchell in the fore- 
front of the battle, has given way to more tolerant argument — 



592 


THE ECONOMIC JroUKNAIi 


and even some attempt at rapprochement between the two sides 
of the movement — the difference remains fnndi9,mental. The 
co-partnership society approaches co-operation from a vitally 
different base from that of the distributive society. “The workers’ 
society stands for a system of production, in which the position 
of the worker is the primary object of consideration.” In the 
store movement the consumer is the unit “in a co-operative 
commonwealth unrestricted in size, but with its workers probably 
excluded from its benefits except as consumers.” 

These arc the conclusive definitions at which all students of 
the movement must necessarily arrive, but they do not bridge 
the severau(*e, nor amalgamate the two forces into one. Sooner or 
later the comparatively small workers’ society comes into actual 
collision with the large and powerful consumers’ federations, and 
the impact is likely to have tragic effects upon the workers’ organ- 
isation. 

But, in the ultimate struggle for supremacy, it does not abso- 
lutely appear that the store movement, as expressed in its whole- 
sale federation, will bo allowed to use its giant strength in arbitrary 
annihilation of the workers’ society. Its destiny, as the most wide- 
reaching and democratic expression of th(^ co-operative idea, and 
that ne^arest to the “socialist conception of industrial structure,” 
is the impetus which is carrying forward the conBurners’ type of 
co-operation to the mastery. The danger to the commonwealth 
arises, not when a. share in the profits is denied to the workers 
in the wholesale boot factory, or when a productive society is 
absorbed, but when men, democratically elected to serve the 
moYpment on the directorate, seek to acquire for their organisa- 
tion the qualities of an autocracy. 

Mr. Pay notes that the special significance of the British 
store movement is its expansion in the direction of wholesale 
federation for purchase and production. It hardly appears, how*: 
ever, that he has given sufficient weight or prominence to the 
other special feature of co-operation in Great Britain, namely, its 
almost complete organisation under the Co-oi>erative Union. No 
doubt his chief concern was to show, as he does admirably in 
chapters IV., V., and VI. of Part III,, the economic, social, and 
industrial significance of the movement in its relationship to 
industry at large ; but it is strange to find merely passing refer-* 
efices to the Union. If, as it would seem to his dispassionate 
survey, the Union has become a subservient auxiliary to the whole- 
sale federation, then it behoves the movement to beware of a 
real danger to its moral force. 
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Th^ Co-operative Union, with its standard of model rules, its 
networlf of district and sectional conference organisations, its 
educaticteal and propagandist agencies, and its annual parliament, 
stands for the co-operative conscience, and if it appears to so keen 
an analyst as the essayist that its conscience is attuned mainly 
to •commercial expansion, then it is time a revival took place. 

• This is perhaps the most serious criticism that need be brought 
against Mr. Fay’s thoughtful and compact contribution to co- 
operative literature. We are so accustomed to the brilliant special 
pleading of George Jacob Holyoake, Beatrice Potter (Mrs. Sydney 
Webb), and other less sparkling but none the less partial advo- 
cates in Britain, of Dr. Friederich Muller in Germany, and of 
Dr. Har^p Muller in Switzerland, that the studied aloofness of 
Mr. Fay’s style will give confidence in the clearness of his vision. 
His has been no propagandist mission, but his work will add 
greatly to a better understanding of this great and progressive 
movement towards the equalisation of wealth, and the uplifting 
of the common people. 

The work should be read with attention by all who are inter- 
ested in sociology ; its value to the student is increased by an 
appendix on co-operative law, a note on Fnmch law, a useful 
bibliography, and a glossary of German terms, translated for 
English readers. 

Catherine Webb 


Industrial Peace and Industrial Efficiency. Proposals submitted 
by Sir C’hristopher Furness, M.P. , to a Conference of Trades- 
Union Kepresentatives. Small 8 vo. Pp. 40. (West Hartle- 
pool, 1908.) 

State Regulation of Labour and Labour Disputes in New Zealand. 
A Description and a Criticism by Henry Broadhead. 8vo. 
Pp. 230. (London : Whitcombe and Tombs, 1908.) 

Keport to the Secretary of State for the Home Department on the 
Wages Boards and Industrial Conciliation and Afrbitration 
Acts of Australia and New Zealand. By Ernest Aves. Folio. 
Pp. 226. (London : Wyman and Sons, 1908.) 

Thebe three publications, although. they are of recent date, 
will, we think, recall to the informed observant reader a gengral 
moral with which his previous studies must have made him toler- 
ably familiar. That moral may find expression in the dictum 
that the methods of social reform are not one but many ; 



S94 THB BCOKOltIC JOURNAL [DBC. 

or the same broad truth may be presented in another ‘guise in 
the entertainment of a reasonable distrust of the absolute efficacy 
sometimes attributed to some single sovereign rer:iedy for 
economic ills. For the problems handled by the three authors 
are so far similar that all are concerned alike with the preven- 
tion of industrial conflict and with the preservation of industrial 
peace; and yet they approach the question from different sides 
and arrive at varying conclusions and results. 

The remarkable speech delivered by Sir Christopher Furness 
at West HartlejK)ol on the 7th of October last’, contains the 
clearest, most practical, and most convincing exposition of the 
respective functions and mutual relations of the several members 
of that “trinity” of “Capital, Enterprise, and Labour” which, 
he says, represents the “active forces of the industrial world” 
that we remember to have seen in the whole range of economic 
literature. The plain, definite conviction is here expressed that by 
some kind of profit-sharing the most solid guarantee can be secured 
for the maintenance of an industrial harmony which will be 
compatible with industrial efficiency. He has spoken with effect ; 
for his proposals have won the approbation of those to whom they 
were addressed. The trade unionists of the district have not 
indeedr-and we imagine that he hardly anticipated that they 
would, and was not, if we read his speech aright, very desirous that 
they should, follow this alternative — embraced his offer that they 
should take over at an equitable price the whole responsibility of 
managing for themselves the important undertaking of which he 
is the chairman. But the representative leaders whom he ad- 
dres^d agreed to recommend to their constituents the adoption 
of his other plan, by which the actual workmen W'ould become 
shareholders in the enterprise without interfering in the direction 
of the business, and would accept the indispensable condition of 
an entire abstention from the weapon, offensive or defensive, of 
the strike, so often and so lightly used in recent years with such 
calamitous results of constant irritating friction between master 
and men, and of the costly sacrifice of much remunerative trade. 
Sir Christopher’s scheme, so lucidly set forth in this instructive 
speech, presents a feature which, so far as we are aware, is a 
novel characteristic of industrial partnership, as heretofore con- 
ceived or practised. He i.s willing that on his new “ Works Council 
wjhich is to bring and keep employer and employed in close con- 
tinuous friendly contact, some trade union officials, as such, 
should sit, as well as workmen actually engaged in the employ- 
ment of the firm. For that reason alone his experiment will be 
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watched with interest, and this particular proviso is in complete 
accord witn the general tenor of his whole discourse. That is in 
truth a noteworthy utterance, outspoken and direct, which, while 
it does not flatter those to whom it has been addressed, yet shows a 
genuine appreciation of their sterling qualities, and betrays withal 
a shrewd perception of the manner in which they should success- 
fully be approached. No sane reformer, we imagine, can do aught 
but wish well to a plan which has been so carefully thought out, 
so opportunely broached, and so auspiciously received; and we 
would unreservedly commend the authoritative statement of the 
scheme to the attention of all who are interested in social and 
in economic progress. We believe, indeed, that economic 
theorists, equally with practical reformers, may learn from these 
pages how \o express ideas with which they have for long been 
familiar with fresh effect. 

Sir Christopher Furness has been induced to try his notable 
expedient by the harassing experience of the continuous strife of 
recent years, which, in his words, has caused a ‘‘crisis excep- 
tionally grave ” in the shipbuilding industry. He speaks, of course, 
from inner knowledge of the affairs of that particular department 
of business life ; but few detached observers of the conspicuous in- 
cidents of the past few years in other regions of the industrial 
world of England can fail to have been somewhat disquieted by 
unwelcome circumstances which have occurred. They seem cal- 
culated to shake the sanguine hopes formed previously with reason 
of the increasing prevalence, the bettor adaptation, and the en- 
larged success, of pacific methods for preventing and adjusting 
differences between employers and employed. The protracted 
quarrel in the engineering trade of the north-east coast conducted 
by the men against the counsel of their leaders, and the later 
dispute in the cotton-spinning industry of Lancashire, where one 
section of workers was reafly for peace while another insisted 
upon war, are not, it must be admitted, encouraging omens 
■for the future. And those who believe in the advantage and the 
efficacy of those voluntary methods for securing amicable arrange- 
ments between masters and men, in which country lias for 
some while past set a conspicuous example, may have felt latterly 
that their faith has been exposed to a test of fresh severity. 

. But they will, we think, be strengthened and not weakened in 
their creed by the perusal of the two oth*er publications placed 
at the head of this review. They may thus be encouraged to 
conclude that Mr. Winston Churchill, as President of the Board 
of Trade, in the memorandum issued to Chambers of Commerce 
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and to employers* and workmen's associations a short \yhile since, 
explaining the new apparatus which he was adopting or setting 
up a standing Court of Arbitration, ready to. act whenever needed, 
and nominated from three panels he has formed — one consist- 
* ing of persons of “eminence and impartiality,” who would be 
the chairmen, the second of persons drawn from the “employer 
class,” and the third of persons “similarly drawn from the class 
of workmen and trade unionists” — has done wisely, in accord 
with English instinct and tradition, in not departing “in any 
respect” from the “voluntary permissive character” of the Con- 
ciliation Act of 1896. He has taken , indeed, a new step in advance 
which may prove serviceable and acceptable ; for he has supplied 
a suitable machinery which will be known to be in readiness for 
prompt use. But, as he says, the Court (which will consist of 
three or five members) will only be called into being if, and in 
proportion as, it is actually required. 

For what are the lessons contained in the full and fresh 
accounts given by Mr. Aves and Mr. Broadhead of State 
arbitration in Australasia? Mr. Broadhead entitles his book 
expressly “State liegulation of Labour and Tjabour Disputes in 
New Zealand,” and a considerable portion of Mr. Aves’ report 
is devoted to the Wages Boards of Victoria. But this enlargement 
of the subject is not without significance in connection with 
the matter with w^hich w^e arc now more immediately concerned. 
For, in effect, the system erected in the colony of New Zealand 
for the ostensible object of hindering industrial strife has been 
employed — whether advantageously or not we n(‘.ed not now 
inquire — to achieve larger social aims, such as the establishment 
and enforcement of a minimum wage, or the prevention of sweat- 
ing, or the preferential encouragement of oi'ganised labour, 
united together in combinations, in place of individual labourers — 
and, where industrial arbitration has been invested with the sanc- 
tion of the State on the main continent of Australia, those objects 
‘have been more plainly evident and more openly avowed than 
in New Zealand. 

In Mr. Ayes’ report, those who are interested in pro- 
posals recently put forward in this country to mitigate or to 
abolish the evils understood — perhaps with some vagueness — by 
the generic name of sweating, will find much instructive informa- 
tion carefully recorded on the effects in Australia of those Wages 
Boards of w’^hich they think an experimental trial should now be 
made here in certain industries conspicuous for low payments and 
long hours and insanitary conditions. But it is to be noticed that, 
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as he states, the home-work, which furnishes the crux of the diffi- 
culty in Great Britain and in Ireland, hardly exists at all, and 
in any casd not a serious factor of the situation, in Australasia ; 
while, like most honest and alert observers of social phenomena,, 
he has found it by no means easy to ascertain, in the presence of 
jx)ssihle disturbing causes, the precise operation of the Wages 
Boards in connection with various matters of imix)rtance, or to 
reproduce with exact fidelity the general drift of opinion in 
different classes or in the community as a whole on their good or 
bad effects. There are also some broad considerations which 
must Be borne in mind in any comparisons which may be insti- 
tuted between the Australasian colonies and Great Britain; and 
those considerations apply with additional rather than diminished 
pertinence to the question of labour disputes. Not only is the 
industrial region in which tliese experiments have been tried of 
small magnitude, but the experiments themselves have been 
conducted hitherto under favouring conditions. Wages have, 
boon tending iipw^ards, and not downwards; and as respects those 
female workers, who form the bulk of the underpaid wage-eurning 
classes of this country, in Australia and New Ztialand there has 
been a dearth and not a plethora of such labour. The market 
influences, accordingly, have inclined in tlnur advantage. •Tin* 
time of real trial, it would si'cm, has not yet arrived; and iKver- 
theless in New Zealand, at any rate, pronounced murmurs of 
dissatisfaction with the decisions of the Court of Arbitration 
when tluiy have not precisely coincided with their wishes hav(i 
been hc^ard among the working classes, and even strikes have not 
been unknown. ..r 

But the significant lesson which in our opinion can be drawn 
from this concrete experience of the official regulation of labour 
disputes is somewhat different. It is, we think, brought out 
unmistakably in Mr. Broadhead's narrative, supplemented as 
that is in many instances by the actual text of the judgments^ 
delivered in the Court, of the operation in practice of the system 
introduced by Mr. Reeves in 1892. Although he has, we ijhink, 
conspicuously succeeded in the aim recorded iu his preface of 
furnishing a “comprehensive** view of the working of compulsory 
arbitration in New Zealand, we should hardly allow without 
making some reserve that he can be regarded as “unprejudiced.** 
But nevei-theless he does supply chapter and verse for his state- 
ments ; and many of them are confirmed generally by Mr. Aves. 
Of some conclusions at which he arrives w^e can feel no doubt ; 
and they are not the least significant. That the Board of Concitia- 
No. 72. — VOL. xviii. s s 
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tion, which were supposed to play the largest r6le in the 
machinery provided, have failed to succeed is virtually admitted 
by recent reforms that have been projected. In this country, 
, however, the work of such conciliatory committees has bulked 
most prominent in the history of industrial peace ; while in New 
Zealand the Court of Arbitration, invested with compulsory 
powers, which was originally contemplated as occupying a position 
in the background, only to be invoked when the Boards had 
failed, has thrust them forcibly from their place. Nor has its 
infelicitous unintended influence ended there ; ' for it is impos- 
sible, in the face of facts, to question Mr. Broadhead’s pertinent 
contention that the creation of disputes has been stimulated and 
suggested by the particular machinery provided for their settle- 
ment. In this country, again, by contrast, the most useful 
work done through the voluntary arrangements in existence has 
lain in the prevention rather than the settlement of quarrels, and 
in the adjustment of minor differences which might otherwise 
lead to more extensive strife. This result of the New Zealand 
legislation, which cannot, we suppose, have been foreseen by its 
originators, is connected with a further noticeable fact. For no 
one can read the interesting judgments on many points of great 
importance which Mr. Broadhead has quoted at some length 
without observing how necessarily a trained judge presiding in 
a court brings a legal habit of mind to bear upon the questions 
placed before him, He tries to find the true construction of the 
sta.tute or the statutes in pursuance* of the provisions of which the 
tribunal on which he is sitting was first constituted ; and it is 
iinpossible in actual fact for proceedings so conducted to allow 
full room for that mutual “give and take’* which may fairly be 
described as the essential and the wholesome feature of voluntary 
informal methods. The consequence seems to have (uisued in New 
Zealand that the machinery of compulsory arbitration has been 
used, for instance, largely for enforcing those* conceptions of the 
' preferential treatment of trade unionists to w^hich we have 
alluded, and that employers and employed have found themselves 
unwittingly involved in legal meshes as the outcome of awards' 
of which they themselves have been ignorant. 

And thus the moral is suggested that in this case we have a 
fresh example of the unexpected issues which may proceed from 
^the most admirable intentions. In our opinion, at any rate, 
the actual experience of compulsory arbitration in New Zealand 
may give pause to those who advocate the imitation of the 
particular (expedient in our country. Volunta^ry methods may, 
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we allow,. have their own defects, but they are comparatively free 
from the technicalities, the precedents, and the rigidity which 
must, it sQcms, intrude before any considerable length of time 
has passed into legal procedure and judicial investigations and. 
decisions. The cutting of the “Gordian knot” by State compul- 
sion thus hot without its special disadvantages; and methods 
apparently incomplete may be, in fact, attended by a larger 
measure of real success than systems which have seemed, on 
paper, to be more perfect. 

L. L. Price 

Dictionary of Political Economy. Edited by R. H. Inqlis 

Palgrave, E.R.S. (London : Macmillan and Co., 1908.) 

Appendix. Pp. 223. Price 2*9. 6d. net. 

The fourteen years that have elapsed since the publication 
of the first of the three volumes of Mr. Palgrave’s Dictionary 
have witnessed not a few changes in the position of economic 
theory. It was a happy enterprise, therefore, to produce this 
Appendix, not only for the pur|)ose of lilling such gaps as there 
were in the original work, but to take account of the changes 
and developments which these fourteen years have seen. 
Naturally, considering how exhaustively the whole field had 
already been covered, the present work deals less with the strict 
science of political economy than with the lives of various of 
its professors, and with the different branches of applied economics 
— statistical, social, and political. The editor has thus had a 
wide field to choose from, but he has not failed eitjj^er 
in his power to comprehend or to select. Nothing seems to 
be missing that one would have there, yet nothing that is 
there appears to bo out of place. 

•As in the previous volumes the author has been happy in 
the number, the quality, and the selection of his contributors. 
He ha^ not confined himself to the ranks of economists pure and 
simple, though there are few of any prominence whose assistance 
he has failed to secure, among them being some of the most dis- 
.tinguished of foreign economists, notably Professor Seligman 
and M. Gide. But in addition to this there is scarcely a 
G overnment office that is not represented .on the list of con- 
tributors, and Mr. Palgrave has been able to procure the services 
of many of the ablest public servants, whilst politics are well 
represented by Viscount Milner and the Postmaster-General. 
The editor himself contributes several able articles which are ^ot 
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by any means the least valuable part of the book, and to support 
“these chiefs of various fame ” he has gathered a solift battalion 
of the “private soldiers” of Political Economy. , 

Turning to the matter that has been contributed, first mention 
may be made of the large number of biographical sketches. In 
this way the author has been able to make good one of the few 
omissions of the main volumes of the Dictionary. Most of these 
biographies deal with less-known economists both in England and 
abroad , men who “ laboured during the days when the teaching of 
Eicardo and James and John Stuart Mill was supreme,” and 
who, in this country at least, “have been in some instances but 
imixjrfectly recognised, owing to the fact that their opinions were 
not in harmony with the orthodox teaching of the d.'iy.” Death 
too has, since 1899, deprived political economy of some of its 
most illustrious sons, and of one or two writers whose reputation 
rests less on their work in this field than in others — notably 
Herbert Spencer and John Euskin. Most of this part of the 
book, especially in the case of the foreign economists, is of neces- 
sity confined to the shortest of notices : but these will at least 
be a guide to students as a starting-}X)int for more detailed treat- 
ment and fuller investigation. 

No recent development in economics has been more marked 
than those that have taken place on its mathematical and statis- 
tical side : a fact that the editor has not failed to recognise. For 
he has included a number of short paragraphs defining and de-scrib- 
ing the most important of the new methods and ideas. Such 
are those on tlu; “Weighted and Unweighted Average,” “Inter- 
polation,” “The Frequential Mean,” “The Median,” and “The 
Unbiassed Error”; though it is perhaps a pity that it has not 
been possible to devote a larger space to some of them. In the 
domain of practice there are articles, like that on “Income Tax 
Statistics” and “Silver Production which are a continuation of 
contributions to the previous volumes. But the most important 
'of all is undoubtedly Mr. A. L. Bowley’s “Changes in Wages 
Eeal and Nominal in the United Kingdom since 1850,” in which 
statistical tests are utilised in the attempt to solve this peculiarly 
difficult problem. 

In dealing with present-day questions the editor exhibits both 
boldness and catholicity ; and has not been afraid of overstepping 
<.the strict limits of his subject. There are many articles dealing 
with the working of various Acts of Parliament, such as the 
Agricultural Holdings Act, or with such investigations as the 
Cejisus of Production, or with departments like the Com- 
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mercial liitelligence Department of the Board of Trade. More 
interesting, if not more important, are the }>roblems of the present 
day which the editor has selected for treatment. “The Unem- 
ployed’* and “Old Age Pensions” are dealt with by Prof. Chap-* 
man, and “T*hc Tariff Reform Movement” by Mr. C. A. Vince. 
There is, too, an article of great power on “Colonial Policy, 
Recent Developments,” from the pen of Viscount Milner, an 
article that is, perhaps, the most interesting and suggestive in 
the whole volume. Indeed, it is because of articles like theses 
that the editor has done so well to leave occasionally the beaten 
track. 

But among modern problems that of Economic Education 
must have nt) small place in the thoughts of every student of 
economics : and Mr. Palgrave has devoted special attention to 
this. He himself has contributed the article on the Faculty 
of Commerce in the University of Birmingham, and a sympa- 
thetic and suggestive sketch on the need for trained in<|iiirics 
into social conditions. A very valuable collection of sk(‘,tclH's 
on economic libraries is given by Mr. C. W. Andrews, and three 
of the most illustrious economists of to-day — Professors Marshall, 
Edgeworth, and Seligiiian— deal with the teaching of the sci^^nee 
at Cambridge and Oxford Universities and in the United States. 
Such full treatment of economic education is perhaps th(‘, most 
acce])tal)lc part of the whole Appendix, though it is all of un- 
doubted value. In some resjxicts the editor has not had a wddo 
field for his operations, but ho has so organised and arranged 
his material as to produce a most useful volume, as w^ell as a 
very necessary appendix to his main work. ^ 


N. B. Dearle 



NOTES AND MEMORANDA 


The State in its Relations to Telegeaphs and Telephones 

In the United States telegraph and telephone business is not, 
as it is in European countries, a monopoly of the (Government. 
There is a Post Office which deals very efficiently with the 
“mail matter” of the country, though the service is carried on 
at a loss. It is an inheritance from the days when George 111. 
was King and Benjamin Franklin was his Postmaster in Phila- 
delphia. Its functions have been little extended since those 
days. It has no parcel post, no money orders or ]X)stal orders, 
no savings bank, and no telegraphs. All these branches of busi- 
ness® which in Europe are inseparably associated with the post 
offices, are conducted by private enterprise. Similarly, there has 
been little development of municipal undertakings. The oor- 
pGrations in many cases control the water supply, but public 
lighting, street railways, and tramways, telephone exchanges, 
and the supply of electric and hydraulic power are aUl in the 
hajids of companies. The prevalence of typhoid in the cities, 
and a distrust of municipal purity, have until recently checked 
any enthusiasm for city undertakings, but within the last few 
years rumours of the wonderful success of such business in this 
country, and especially in Birmingham and Glasgow, have led 
to a new movement for similar undertakings in the United 
States. The large profits derived by companies from the bpsiness 
of public supply, the goodwill of which seems to belong to the 
public, have excited the cupidity of social reformers, and in many 
cases the treatment of their customers by these companies has 
led to a wish to deal with bodies more amenable to public opinion. 
Of this movement Chicago has been the centre. The Corpora- 
^tion of Chicago is an active and intelligent body. They have 
sent representatives to study municipal enterprise in Europe, and 
a representative of the Glasgow Ciorporation was invited to visit 
Chicago. On the other side the champions of commercial enter- 
prise have not been less active. 
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In th^s controversy Mr. Hugo Moyer, sometime assistant- 
professor of Political Economy in Chicago, has taken a leading 
part. He% lately published an important work containing an 
elaborate study of Municipal Ownership in Great Britain, and a*, 
book on Government Regulation of Railway Rates, He has now 
added to the series two books on British State Telegraphs and on 
Public Ownership and the Telephone in Great Britain. The 
latter book has a special significance, because the City Council 
of Chicago recently appointed a special commission to investi- 
gate the proj>er conditions for its telephone service. The “ fran- 
chise^’ of “ the Bell Telephone Company ” was about to expire, 
and a new company, with cheap rates and public regulation was 
projected. The Council in September, 1907, decided to renew the 
franchise of the existing company after an examination of the 
financial and technical position. The new franchise contains an 
agreed scale of reduced charges and other provisions favourable 
to the public, but the decision is a great triumph for the school 
represented by Professor Meyer. Local telephone business can 
be conducted within a moderate area, and offers groat attractions 
to municipal enthusiasts. Telegraph business, on the other 
hand, reaches from city to city and from State to State, and 
could never be undertaken by any public authority except the 
Federal Government. The jealousy of the State Governments 
would make a Federal system practically impossible in '‘the 
United Stah's,” but it is Professor Mcyc3r’8 aim to prove that ’no 
public authority, whether national or local, has ever undertaken 
such a business with real advantage to the public, and the case 
of the British State telegraphs has therefore to be includ^ in 
the indictment of public ownership. 

Professor Meyer makes three main charges against the British 
system. The first is that the Conservative Government of 1868 
hurried through Parliament tlie Act which enabled the Post Office 
Jbo purchase the telegraphic business of the telegraph and railway 
comp^inies in order to secure the credit of such a popular measure 
before facing a General Election, and that the official stajipments 
used to justify the proposal were misleading, both as to the 
results of Government systems of telegraphs on the Continent, 
and as to the financial possibilites of the business in this country. 
The second charge is that the Post Office telegraph system, espe- 
cially in the early years after 1870, was extended on an uncom- 
mercial basis to many small and remote places under political 
pressure, and that this disregard of proper financial considera- 
tions was especially shown by Parliament in the reduction of the 
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minimum charge from one shilling to sixpence in 1^5, The 
third and most serious count is that a public department under 
the control of a Minister is subject in England to such constant 
and unreasonable interference by the House of' Commons that it 
is impossible to secure either efficiency or proper discipline among 
its staff. The best men cannot be promoted, and the bad, ones 
cannot be punished. Moreover, the voting power of the -very 
large body of Post Office officials and their friends is sufficient 
to exact from Parliamentary candidates pledges to supporti exces- 
sive demands for the increase of wages and for the improvement 
of the other conditions of service without regard to the conditions 
of similar work outside the Government service, or to the effect on 
the telegraph revenue. Professor Meyer does not, however, make 
the charge usually made against Government services, that the 
general management is inefficient and conservative as compared 
with the management of commercial companies. 

In an examination of these charges credit must be given to 
Professor Meyer for the thoroiighiioss with which he has examined 
his authorities and for the accuracy of the statements on which 
his arguments are based. His inferences, however, are some- 
times questionable, and he is frankly a j)artisan. Pie is not 
concoirned to discuss both sides of the question, but merely to 
state the arguments against a case which public opinion is apt to 
regard as beyond discussion. It may be that the Government 
in ‘passing the Telegraph Act of 1868, to enable the Post Office 
to buy the business of the companies, did not make a scientific 
investigation of the subject. Possibly, also, the official state- 
ments on which the Act was based, which were mainly the work 
of one man, Mr. Frank Scudamore, an official of great brilliance 
but impatient of details, may have interpreted too optimistically 
the results of the Government telegraphs in France, Belgium, 
and Switzerland, and may also have represented too unfavour- 
ably the telegraphic results of commercial enterprise in this, 
ebuntry. On the other hand, it cannot be denied there was a 
strong force of public opinion in favour of the change. The high 
charges of the c©m panics, the division of the country between 
competing systems which did not interchange traffic, and the 
reluctance of the companies to make extensions on which an 
immediate profit could not be realised, were all unnecessary 
obstacles to the use of telegraphs. It may bo that uncertainty 
as to the intentions of the Government for some years before 
1868 helped to produce these conditions. Possibly also the 
d^mand^ of the railway companies as freeholders of the easiest 
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telegraphici^ routes, burdened the operations of the telegraph 
companies, but, nevertheless, there was a clear field in the ’six- 
ties for large extensions under unified management with capital 
bearing only 3 per Cent, interest instead of a 10 p<^r cent, dividend. . 
The technical^ side of telegraphy had then become sufficiently 
standardised to make fairly exact calculations of the cost of 
construction and working easily possible. 

If there was an adverse balance of revenue and expenditure 
for ten yeaxs after the purchase' of the telegraphs in 1870, yet 
there wore large items of public advantage to b(‘, taken into 
account. The charges of the companies, which varied from 
to 2s, for twenty words in Great Britain, and reaclu'd 6.s*. for 
twenty wordg to Ireland, w^ere reduced to a uniform ratt^ of l5. 
for twenty words, with free addresses. A very cheap rate for 
Press messages was also given, which, although to some extent 
a bribe to the Press, has greatly assisted the f>rogress of provin- 
cial journalism. The railways also enjoyed valuable free message 
privileges, which, although a burden oji the telegraph sfu'vice, 
have assisted in the developnii'iit of their local traffic. Mor(‘- 
over, the telegraph system, which had previously been available 
only in the larger towns, was extended rapidly to a})()ut 2,000 
additional offices, with the result that at the end of the year 
1872-3, the third year of Post Office working, the number of 
h'legrams had increased to 15,000,000, or three times the number, 
in 1869. This growth in offices and messages was steadily maui- 
tained for many years. In spite of the expenditure involved in 
these extensions, many of which were ]>aid for out of revenue, 
the receipts from th('. service in 1880-1 were sufficient to jtjfiy 
not only the ordinary working expenses, but also the interest 
on the whole capital expenditure of about i^l 0,000 ,000. In 1885 
this happy condition was altered by the reduction of the ordinary 
rate to 6d. for twelve words, and great concessions have since 
h^en given , such as the extension of the radius of free delivery ^ 
to thr^je miles. This lower rate, coupled with the extcuision of 
the system to remote parts of the kingdom, involving re-J^gaJfi>smi8- 
sion at two or three offices in many cases, with a corresponding 
.increase in the cost of Working, has involved a loss on the service 
which has been accentuated by two new conditions. These are 
the loss of short-distance traffic, due to the increasing use of tele- 
phones and the rise in the cost of the staff due to increased j 
wages. The telegraph service has had to be subsidised by the 
Exchequer, but the money so expended has been represented by 
yaluable facilities for communication, especially in the rural and 
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outlying parts of the kingdom. For the purposes of , jVdministra- 
tion it is no doubt better that each service should be on a com- 
mercial footing, but nevertheless it is misleading to treat the 
• additional expenditure on the telegraphs merely as a burden on 
the taxpayers. 

The third part of Professor Meyer’s indictment is the most 
serious. Parliament has often influenced the work and fiilances 
of the Post Office in the interests both of individuals and of 
classes of the staff without regard to the requirements of business 
management, and, if this condition is to be regarded as per- 
manent, the most pessimistic views would be justified. Then! 
is undoubtedly a real risk in the exercise of political pressure by 
large aud organised bodies of Government servants. On the 
other hand, it may be suggested that tlie conditions of State 
employment are in process of evolution. The simple orgjmisation 
of the Post Office staff* of fifty years ago has been proved insufficient 
for the management of a staff which now numbers some 200,000 
persons. The action pf Parliament has, after all, been taken 
to secure fair treatment for individuals and proi)er pay and work- 
ing conditions for classes. This action has often been taken 
without real knowledge of facts. On the other hand, it has 
enforced a scrupulous attention to the control of the staff, and 
is producing a more scientific organisation, it may be hoped 
that in the future this organisation niay be so adjusted to the 
requirements of the work as to secure efficiency and economy 
without disregard of the duty of Government in the improvement 
of the general standard of living. 

• dealing with the telephone service. Professor Meyer’s 
chief complaint of State action is based upon the treatment which 
the National Telephone Company and its predecessors have 
received at the hands of successive Governments, In 1880 the 
Postmaster-General, after declining to purchase the “ BeH ” 

^ patents, obtained a legal decision that the working of public 
telephone systems was covered by the Post Office telegraphic 
monoj^^y, established by Parliament in 1869. In 1881 licences 
were granted to the United Telephone Company and other tele- 
phone companies to establish exchanges in certain restricted- 
areas, subject to the payment of a royalty of 10 per cent, of their 
gross proceeds, in order to protect the telegraph revenue, Tn 
$1884 new licences were granted to the companies giving them 
the right to transact telephone business, without restriction of 
area, all over the United Kingdom. In 1892 the National Telephone 
Company, which had absorbed all the others, agreed (practically 
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under conipulsion, according to Professor Meyer) to sell to the 
Post Office its trunk lines between the chief towns in the United 
Kingdom, jlnd to restrict its business within local areas described 
in the agreement. This bargain was completed in 1896, and the * 
trunk lines were handed over to the Government. In 1898, after 
considerable public agitation, a Select Committee of the House 
of Commons recommended that competitive licences should be 
granted to municipal authorities. This policy, according to Pro- 
fessor Meyer, was a breach of a virtual promise of protection 
against competition given by the Government as a part of the pre- 
vious bargain, but it was |)ut into effect by the issue of about a 
dozen licences during the next few years. In 1901 the Post Office 
also began to establish a competitive exchange system in London, 
and shortly afterwards concluded an agreement with the National 
Telephone Company to combine the new London system with 
that of the company, and to purchase the company’s plant on the 
termination of its licence in 1911. In 1905 the Post Office made 
a further agreement with the company tofpurchase the remainder 
of its plant in 1911 on “ tramway terms,” that is to say, at the 
cost of reconstruction less an allowance for depreciation. 

It is no doubt true that much difficulty has been caused by 
the frequent changes of Government policy in relation to tele- 
phones, but this has been only one factor in the result. Professor 
Meyer compares the enormous develo]>ment of the telephone 
system in the United States, where it is subject to no Govern- 
ment restrictions, with the moderate development in Great 
Britain, and asserts that the sole reason for the difference is the 
interference of the State with commercial enterprise. He forgets 
however, that in the United States there were the same troubles 
and the same complaints as in this country in connection with 
the commercial telephone system, and that telephonic history in 
tlie two countries has presented almost exactly the same features. 
The absence of Government control has, no doubt, increased the 
opportunities for competition, and has thereby greatly assisted 
. development, but the encouragement of competition is^je^^i^of the 
points in the action of the British Government of which Pro- 
fessor Meyer chiefly complains. He also forgets that in a new 
country there is a field for new appliances and new means of 
communication which docs not exist in afi old country with a 
settled social and commercial organisation. » 

The licences granted to the telephone companicH in 1884 were 
settled by Mr. Fawcett. He held the view that it was better 
for freely competing commercial companies to develop new in^en- 
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tions than for a Government department, hampered Treasury 
restrictions, to attempt to do so. His policy of fostering com- 
mercial competition was, however, defeated by tlie patent mono- 
poly established by the United Telephone Company, who acquired 
both the “Boll” and “Edison” patents. From 1884 to 1892 
the United Company and its offshoots had a perfectly free' hand 
in the development of the telephone business, but they, held a 
monopoly protected by patent rights, and their business methods 
were such as to call forth bitter public complaints. 

The Bell Companies in the United States, which also held a 
patent mono|K)ly till 1894, were then noted for their unprogres- 
sive spirit. Their charges w^ere high and their exchange systems 
wore incfficicmt. The number of tclephoru's in use was less 
than one-tenth of the present number. Their relations with the 
public were so bad, and their seiwicc so insufficient, that as 
soon as their ))atent rights expired a storm of competition burst 
upon them. It is tliis storm of competition which has trans- 
formed them into an enterprising and efficii'nt undertaking, and 
not the absence of State control. Similarly in this country the* 
competition both of the municipalities and of the State since 
the year 1901, of which Professor Meyer complains, has in reality 
evokfed the ejiergy and the z(‘al for extension and iirij>rovement 
which have made the National Telephone Company such a suc- 
cessful undertaking. 

Professor Meyer is on safer ground in comparing the inc^ftective 
results of municipal telephone enterprise with those of the 
National Telephone Company. Tunbridge Wells, Glasgow, 
Brighton, and Swansea instituted competitive systems, which for 
good reasons they have since sold, either to the Post Office or to 
the company. Hull and Portsmouth alone maintain their sys- 
tems, which, however, furnish only .about one-third of the service 
in each town, and are now practically unprogressive. It is* a 
question, nevertheless, whether such results arc necessary iii 
municipal telephone systems. The agitation which started* these 
systems Jacked knowledge and experience. Sanguine estimates 
of cost were accepted and und(?rostimatcs of futurci requirements. 
Efficiency was sacrificed for cheapness. These conditions were, 
however, accidental rather than essential. 

A great deal is made of the refusal to the company of way- 
ieaves for their wires by local authorities and by Parliament. 
So long as overhead wires were chiefly required, it is doubtful 
whether statutory rights and statutory ol)ligaiions w^ould have 
beep of much advantage to the telephone company. As soon as 
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imde*rgrou]|^d wires for telephone purposes became really practic- 
able, about *1898, the National Tolephoiie Company were able to 
obtain agreements for laying them from the corporations of most 
of the principal towns, although the Corporation of Glasgow and , 
the London County Council have persistently opposed their exer- 
cise of public Way-leave rights in the streets of those cities. 

* A. M. Ogilvie 

Eating according to Benefit. 

Professor Cannan’s article in the June issue clearly indi- 
cates that, on one [X)int, the argument may advantageously be 
carried one step farther. Many years of practical experience led 
me to conclude — perhaps rashly —that the effect of local expendi- 
ture upon land values and structural values respectively had only 
to be stated in order to secure general assent. 

The gas illustration, and all other cases where the consumer 
pays according to the supply afforded him, must be ruled out — 
for many reasons, of which the chief is that such supply and 
payment are ordinary commercial transactions into which the 
element of taxation does not enter. The charge for water supply, 
nioroover, is too complicated for cleamess of dediKdioii, b*oing 
sometimes made according to quantity and sometimes by means 
of a tax on the annual value of the premises supplied. The 
point can be much more fairly tested in relation to local expendi- 
ture on streets, public health, and those other matters of local 
administration undertaken for the benefit of all inhabitants, but 
met by charges upon the rateable value of occupied propertji,. 

The important question is whether the criterion of rateable 
value does or does not distribute the cost of these beneficial 
services in accordance with the benefit received from them. Now 
the effect of all such services, if prudently administered, is to 
eiihance the value of land. This cannot be denied. They have^ 
no suc)i effect ujxjii the value of buildings : but this part of the 
conclusion has been controverted. Not many years ago /in island 
block of buildings was removed from the southerrl end of Tot ten - 
.ham Court lioad. The premises behind, previously reached only 
by a narrow footway, suddenly became frontage on the main 
road, and a large increase in their value resulted. But if these 
buildings were destroyed by fi^re it would not cost a penny more* 
to rebuild them in consequence of the improvement. The reason 
is that the enhancement of value is an enhancement of land, site, 
or situation value, and docs not affect structural value in %rly 
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way. At first sight expenditure on fire brigades seeips to have 
a different effect, inasmuch as it is designed to protect buildings 
and their contents. As a matter of fact,, it does not alter the 
value of either building or contents. But it does make the. area 
within the protection of the fire brigade more suitable for the 
erection of buildings, by reason of the added security it confers; 
and the effect of this is, again, to enhance the value of land, site, 
or situation. But it does not render either buildings or their 
contents more valuable, nor would it on that account be more 
costly to replace them. Good sanitary administration makes a 
town a healthier place to dwell in, and thus attracts population ; 
increase of ];>o]>ulation is usually followed by increase in land 
value ; but any number of additional buildings may be erected 
without any alteration whatever in the level of structural value. 
It is important to distinguish between an increase in the total 
value by the addition of new buildings and an increase in the 
value of an existing building. The former cannot be compared 
with land, as the quantity of land cannot be increased. But an 
increase in the value of an existing building hardly ever occurs, 
though an increase in land value is the general rule in urban 
districts. The causes which may — and occasionally do — raise 
the c standard of structural value are increases in the cost of 
labour or building materials. After a successful strike in the 
building trade it is quite possibU* that a particular structure may 
be worth more than it actually cost to build. The changes in 
the cost of building are not, however, always in an upward direc- 
tion, and the element of decay is continually at work to produce 
depreciation. 

These being the facts of the case, the question cannot be 
determined by assuming that the ‘ ‘ burden ’ ’ of rates is in each 
individual ratepayer's case counterbalanced by the “benefit" 
accruing from their expenditure. Tor the “burden" is appor- 
tioned according to the value of site and structure together, but 
'the “benefit" accrues in relation to land value only. Under 
these conditions it is clear that properties with th('. highest pro- 
portion di structural value and the lowest proportion of land 
value must be charged with an undue share of the “burden." 
Conversely, properties with a low proportion of structural value 
and a high proportion of land value must be charged with less 
than their fair share of the “ burden," while reaping the largest 
part of the “benefit." And the sites which are vacant, or 
occupied by unused buildings, receive their full share of the 
benefit," but escape the “burden" altogether. 
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An expenditure of 10 . 9 . per annum by the local authority may 
be met by a payment of the same amount by the occupier ; but 
that is not the end of the matter. Wise expenditure which, under 
the present system, involves a charge of IO9. per annum upon 
the occupier, usually produces a much greater increase in the 
value of the site of the building he occupies. He has therefore 
to pay, say, 20 ^- per annum more, viz.*, 10s. in rates and 10 ^* in 
additionUl rent. To put the same point minutely, the steps are 
three. First, the service administered by the local authority 
enhances the annual land value of the property by x. Secondly, 
the owner seeks to realise this enhancement by way of additional 
rent. But, thirdly, the local authority levy a rate of y upon 
the occupier ; and, as sensible occupiers do not paj twice over 
for the same value, the owner’s share of the beneht is limited to 
X -y. It is clear that the owner benefits according to the excess 
of X over y : in other wwds, the better a town is administered 
the larger is the benefit gratuitously conferred upon owners in 
the net increase of land values. And the system wdiich thus 
makes munificent gifts to landowners at the public expense is the 
same that hampers and burdens owners and occupiers of build- 
ings and machinery. The idea that com}>etition between local 
authorities and landowners will “keep the value down to* the 
actual cost ” of sewage schemes (or any other benefit) is devoid 
of foundation. As a matter of fact, there is no such comp<^tition. 
Each local authority is responsible for the sewerage of its own 
area, and each landowner constructs the drains for his own 
(^state according to plans approved by the local authority. Within 
the area of that authority the only competition is that between 
persons intending to use the drainage system by becoming 
tenants of the houses, and the effect of this competition is to 
increase the value resulting from the system, not to keep it down. 

,Thes(i (joiisiderations infallibly indicate their own remedy. It 
is to adopt the measure of “ benefit “ — land value — as the measure 
oT “burden” also. And, as it has been shown that the same* 
remedy will stimulate and encourage building and industry of 
every kind, the case for its adoption is overwhelming."*'' 

Edgar Harper 


Voices from the Indian Up-country : Some Native Ideas on 
Economic Subjects. 

When any great economic question affecting India or the 
people of India is under discussion, it is often gratuitously assumed 
that the same conditions obtain and the same ideas are prevalgpt 
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as would be the case in Europe or America. In otherf words, the 
existence of the “ economic man,” with all his marvellous attri- 
butes, is postulated for the East as well as for the West. The 
trite adage about new wine and old bottles is ignored. The. most 
immaculate of economic theories are applied to conditions often 
wholly uneconomic. The personal equation is left but of account. 

There can be no more profound mistake than this doctrinaire 
treatment of Indian economic problems, and nothing rhore cal- 
culated to load to serious practical mistakes. There can be no 
greater contrast than the great Mofassal,^ with its torpid, sluggish, 
stereotyi>ed ideas and methods, and the brisk and business-like 
Presidency Town, with its stock markets and Exchange Banks. 
It is the wh^le dilference Ixetwoen what Sir Henry Maine has called 
“status” and “contract.” We sec in an up-country station a 
branch of a groat Presidency Bank conducting its business along- 
side a Marwari money-lender, who divides his time between buying 
up grain destined for tlie C-alcutta market, and perhaps ultimately 
for London or St. Petersburg, selling piece goods made in Man- 
chester from raw^ material which has i.>ossibly found its way thitlu'r 
from that self-same up-country station, and making loans at high 
rates of interest, and often on indiflerent security, to the cultivator 
of the raw mateiial : the East and the West working side by 
side — but who can lay his finger on the point of contact? 

Perhaps the most i>rominent and distinctive characteristic of 
the industrial and financial world as we know it in the West is 
the general diffusion of confidence and credit, the foster child of 
confidence, which has ri'iidered possible the transaction of the 
most important business operations between individuals often 
unknown to each other in distant cities and remote parts of the 
country. While tlie personal element is never entirely lost sight 
of, one of the most important elements in this typo of business is 
the credit of the “firm.” In the*^East credit is far more imme- 
diately personal in character. Outside the Presidency Towns 
firms, in the European acceptance of the term, are few jand far 
between. Where old-established native firms exist, their credit 
is generally gauged by the personal character and business reputa- 
tion of the individuals who are for the time being conducting 
them. Distance and want of pc^rsonal knowledge thus operate 
as barriers to transactions between individuals in different towns 
and different parts of the country to an extent which never obtains 
in England, France, or Germany. The native of India is ever 
suspicious of dealings with strangers, particularly if they be of 
d^erent language, religion, and caste. 

* V ^ the uf >ct>uiitry districts as distinguished from the Presidency Towns; 



1908] 


VOICES PBOM MB INDIAN DP-CODNTRY 


613 


This fg,ct is well exemplified in the comparatively scant 
employment of credit instruments which depend on personal 
security for ’remittance purposes. It would appear that in parts 
of the Mofdssal at.the present day the use of this kind of credit 
instrument is rather on the decrease than otherwise. It is 
possible that the failure of several European firms of recent years 
has been conducive to this result. The use of hundis, or cheques,^ 
is, however, of long standing in India, and is still much in vogue 
between merchants and bankers of approved reputation and 
integrity. It seems likely that the now general use of Govern- 
ment Currency notes for remittance pur}X)ses, and possibly, to a 
less extent, the value-payable system of the Post Office, have con- 
tributed locally to a decrease in the use of hundis. The demand 
for GovernrnAit currency notes for the purpose of ruling remit- 
tances is, in fact, so brisk in most up-country stations that they 
can only be had during the months betMreen the (U‘op-cuttiiigs at 
a premium which rises at times up to one per cent., the money- 
order rate. So favourite) a form of remittance has this become 
that were the Treasuries under the obligation of giving notes for 
rupees freely on demand, then Government would be, in effect, 
undertaking to rcmiit money for the public free of charge, and 
the money order l)usin(‘ss of the Post Office would dwindle to a 
negligible quantity. 

It speaks volumes for the confidence of the Indian banker and 
merchant in the Post Office that currency notes are frequently sent 
in large amounts in ordinary registered letters uninsured. The 
notes are generally cut in two, and the two halves sent separately, 
but whole notes are also sent. Where it is thought necessary to 
resort to insurance, the notes are seldom insured up to anyfiffing 
like their full value. In fact, some of the methods of remittance 
now prevalent in India would be considered to be fraught with 
gre§bt risks in England or Amefica. It is no uncommon thing to 
find rupees in quantities up to Rs. 50,000 despatched by rail as 
ordinary uninsured goods packed in wooden boxes, where a branch 
bank in England, having occasion to make an equivalent remit- 
tance in cash, would send a highly-paid servant in jchscrge of it. 

It might be concluded from this example that the Indian 
merchant or trader does not consider risks in a serious light. But 
such is not the case. Perhaps the ultimate cause of that apparent 

’ The hundi really partakes more of the nature of a bill of exchange than an 
ordinary cheque. Hundis are of two kinds, one payable on sight, the other payable 
after a specified term. They rise to a premium or fall to a discount aooordihg to 
the state of the money market. 

^ In India, postal registration and insurance are two different things. 

No. 72. — VOL. xvin. i i 
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lethargy and apathy, which has been laid to the charge of the 
Indian merchant, is to be found in the psychological fact that he 
is by nature reluctant to take what we should regard as legitimate 
commercial risks in cases where personal initiative ‘and private 
judgment are called into play. But if he is reluctant to accept 
ordinary risks where the prospects of profit are high, he is still 
more averse to risking his money in enterprises which yield but a 
small return, unless, indeed, the security be absolutely above 
suspicion, as in the case of Government bonds. 

But it would, perhaps, be a mistake to attribute this reluct- 
anC/C to the taking of moderate risks for moderate profits, this 
apparent inability to grasp the soundness of the principle of 
“small profits, quick returns,” solely to psychological causes. 
Some part 6i the result, {) 08 sibly a considerable pavt of it, must 
be attributed to the profound and fundamental differences between 
the conditions under which trade is carried on in an agricultural 
country like India and an industrial country like England. Great 
risks are inseparable from all agricultural o].H^.rations. The agri- 
culturist must be prepared to accept tiie “risk of the seasons.” 
But the most distinctive feature of Indian Mojassal trade is the 
exchange of crops for commodities. All internal trade is ulti- 
mately dependent on the success of the crops. If the crops are a 
failure in any locality trade is necessarily slack. The risk of the 
seasons, therefore, falls in a measure on the trader as well as on 
the cultivator. 

But, besides the risk of the seasons, there are also innumer- 
able incidental risks; risks of damage by fire, the innumerable 
risks inseparable from sending goods long distances by rail and 
rive"i. In England some of these risks are reduced to a negligible 
quantity, while others are covered by insurance. The Indian 
trader is his own insurance agent. He takes all the risks himself, 
instead of paying others to take tlwOT for him. It seems, then, 
only reasonable that the insurance premiums, which, in England, 
• would be paid to half a dozen companies, should find a place in 
his profits. 

But tbwce risks become to a great extent eliminated by reason 
of the fact that the trader is nearly always a money-lender, or, as 
he calls himself when his transactions are considerable, a 
“ banker.’^ The conditions have evolved the trader-money-lender 
and the merchant-lianker.^ In years of bad crops the raiyaVs 

> It is a signiacant fact that the combination of merchant and banker has found 
favour with certain big Calcutta firms, which have started regular banking depart- 
ments in conjunction with their ordinary business. 
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necessity is too often the money-lender’s opportunity. The 
trading part‘of his concern may wane, but the money-lending part 
will more than compensate for any loss on trade. As a money- 
lender he le\ids mgrc money, he purchases at Civil Court sales, 
he forecloses on mortgages, he drives hard bargains generally, and 
his aggregate •risk is small. If there is risk about the trading 
part of his business, there are very few risks about the money- 
lending part of it. Where he appears to take risks in individual 
cases, he takes no risks in the aggregate, because he is assured 
by the experience of generations of ancestors who have lent money 
for yeals at high rates of interest on doubtful sc^curity that he will 
come out on top in the long run. He is like the bookmaker 
amongst the crowd at a race meeting. As the professional risk- 
taker he arraliges matters so that he ultimately takes little or 
no risk. 

Take the case of money-lending in the Darjeeling Tt‘rai. Hei*e 
the average rate of interest is about 60 per cent. The Kaya,^ who 
knows well his debtors’ proclivities for bolting away into JSTc^pal at 
a moment’s notice, is quite ready to lose his principal in 20 piu* 
cent, of cases, and is still cheery in the prospect of making a hand- 
some income out of moncy-hmding. His risks in the aggrc‘gate 
are really nil. He must come out to the good in the long run# 

The cardinal idea of Western banking at the present day is to 
borrow money at low rates of interest in order to lend at higher 
rates. Now the Indian banker is, in the main, a lender as distinct 
from a borrower. His methods are in many respects akin to those 
of the Jew of the Middle Ages in Europe. He is, in fact, only a 
‘‘banker” by courtesy. We have seen that the merchant is 
generally a banker. It is still more true that the banTcS' is 
generally a merchant or trader, or perhaps a landholder. It is 
from these sources that he derives the funds with which he trans- 
acts. his money-lending business. He will not dream of availing 
himself of cheap money in Calcutta or Bombay in order to enable 
him to ^extend the area of his monetary transactions in the 
MofassaL Money may be cheap in Allahabad, but it will rpake 
little difference to Patna. There is, in fact, something inorganic 
about Mofassal banking. The rates of interest are for the most 
part stereotyped by custom, and money is not in a fluid condition. 
The* Indian banker does not care about lending his money far 
afield, because he likes to see what his debtors are doing with it. 

We have seen that the Indian banker is a lender as distinct 
from a borrower. This statement needs some qualification, 

^ Marwari. 


. T 9 
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because there is probably a good deal of diversity in Iqcal custom 
and local ideas in respect of deposit banking. It ‘is possible^ 
indeed, that there is a gradual movement in progress in the direc- 
tion of regular deposit banking. The writer inforfned on good 
authority that the system of deposit banking was known in some 
of the Assam districts at a time when there were very few resident 
Europeans. It is quite a: common thing now for Europeans at 
headquarters stations to keep deposit accounts with native bankers. 
As regards ordinary village mahajani,^ careful inquiries go to 
show that in some instances the wealthier raiyats do deposit their 
money with the local money-lender and get six per cent, for it. It 
seems probable that the mahajan would take as much money as 
he could get at this rate, but that people will not readily deposit 
their savings. There can be no doubt that the old order did not 
contemplate a state of affairs in which the money-lender is a 
borrower as well as a lender, but there can equally be no doubt 
that the old order is changing. In what local areas, under what 
influences, and to what extent the change is manifesting itself, 
arc very difiicult questions, and the attempt to find a satisfactory 
answer to them would entail far more extensive inquiries than « 
the writer has been in a position to make. 

•There cannot, perhaps, be found a bedter antidote for doctrin- 
aire reasonings than a sober analysis of the views of the ordinary 
native of India about the coin with which he is most familiar. 

• It has often been assumed by writers on economics, both before 
and since 1893, that the ordinary native of India would at once 
grasp the full import of the closure of the mints to the free coinage 
of silver. No more profound mistake could possibly have been 
maae. The fact is that in spite of the extraordinary spread of 
education, and particularly English education, of recent years, 
even the educated classes remain, for the most part, ignorant of 
monetary affairs. They are as far from understanding them as 
they were in 1893. The chief reason of their apathy with regard 
to these matters is probably to be found in the fact that the 
educated man has, by dint of long-standing social custom,* become 
imbued wiili the idea that he is by nature excluded from active 
participation in trade and commerce. The Marwari class has long 
enjoyed a practical monopoly of the banking and commercial 
business of India. ^ 

But by an irony of circumstances those who have most to do 
with the handling of money are often the most ignorant as to its 
real nature. The young Marwari is brought up from his earliest 

^ Money-louding. 
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days on business. Although his early mental pabulum is money, 
his knowledge of money in the abstract is small. One meets with 
educated M^rwaris more than formerly, but the fact remains that 
the great bulk of Mrofassal business is conducted by men who have 
never received any form of general education. The ordinary 
Marwari, like the ordinary village mahajan, does not in the ♦least 
grasp’ the true significance of the changes which took place in 
1893, wlhen the Indian Mints were closed to the free coinage of 
silver. 

The great cultivating and labouring classes occupy a largo [lart 
of their leisure time, which is considerable in the case of the 
former, in dischssiiig the rupee. The rupee, a stem necessity of 
existence, and the Law Courts, too often regarded — tell it not 
in Gath — as a means of diversion, are as the very breath of life 
to the ordinary raiyat. But it does not appear that he has arrived 
at any very definite ideas about the rupee. He has unlimited 
confidence in it. He knows that it will be accepted freely in 
exchange. Is it not the Sirkar's^ coin? Then all must be well 
with it. He has never heard about the closure of the mints, and 
would not take the slightest interest in the matter were anyone to 
take the pains to explain it to him. This is la haute finance ; it is 
the Sirkar*s business. • 

Here and there a few goldsmiths may still be found who take 
advantage of the simidicity of the poorer cultivator and labourer by 
selling him silver for ornaments at one rupee per tola. English 
Mcjnsahebs have occasionally been beguiled in the same way. 
But the Sojiar would in these days find this risky business in 
most parts of the Mofassaly because it is now generally jyynder- 
stood that you can buy more than a rupee’s weight of silver for a 
rupee. The cultivator, in common with the merchant, banker, 
and trader, is now familiar with the fact that the rupee at present 
contains about lOJ annas’ w^orth of silver instead of 16 annas’ 
Tyorth as formerly. It is for this reason that he does not now^ 
melt it, when he wants silver for ornaments. 

As might be expected w^here the field for the observation of 
human phenomena is so vast as is the case in India, the most 
.diverse ideas are found to prevail in respect of this change in the 
character of the rupee, varying from the most fantastic to the 
most severely practical. Among the more fantastic which have 
been brought to the writer’s notice is the belief, at one time, 
probably,, general, that gold and silver can be produced by methods 
of alchemy known only to certain kings, seers, and holy men. 

' The Government. 
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One of these stories is to the effect that the Moghal Emperors were 
enabled, by arts known only to themselves, to produce pure silver 
by mixing the root of certain grasses with zinc or copper, and 
that the silver thus produced is superior in quality to the silver 
produced, in these more prosaic days, from mines. 

?ho8e who would repudiate any connection with this belief 
still entertain the idea that silver has somehow steadily deteriorated 
in quality since the time of the Moghal Emperors, and that it is 
even at the present day further deteriorating. The idea is that the 
silver in the rupee (after extraction of all alloy) is steadily de- 
teriorating from issue to issue, just as the silver sold in the market 
is deteriorating. The silver in the latest issue of rupees is thought 
to be inferior in (piality to the silver contained in previous issues 
down to the year 1840. The silver of that year’s issue is con- 
sidered to have been exceptionally good, but not quite so good as 
the older issue of 1835, the b(^st silv('r of all being the silver of the 
rupees coined by the Mohaminadan Emperors. 

It seems curious that this belief should have gained acceptance 
among Hindus, but such ai)pears to be the case. The fact reflects ^ 
the innate conservatism of a mind liabituatcd to search for Utopias 
in the past rather than in the future. 

Superposed on this belief is the idea that the rupee now con- 
tains less silver than formerly. Sometimes the two ideas arc 
confused to a greater or less extent, according to individual 
idiosyncrasies, but the latter idea, whether interwoven with the 
former or found separate from it, as in the case of the more 
enlightened, who now repudiate all belief in alchemy, is certainly 
wid^y prevalent. The belief briefly amounts to this — that, 
whereas the coins issued by the Moghal Emperors were pure silver 
coins, those issued in the early days of the Company contained an 
admixture of alloy. So far so good, but it is further believed that 
the amount of silver in the rupee of successive issues since* the 
year 1835 , when the mpee was first made legal tender throughout 
India by the Company, has been steadily on the decrease,. .the last 
issue of rupees containing less silver than preceding issues. The 
writer once hdid occasion to question an English-speaking clerk, a 
Kayastha by caste, and a man of some education, about this-. 
After appearing to be almost satisfied that he was wrong in his 
ideas on the subject, he turned the palms of his hands outwairds, 
his face suffused with a gentle smile which assumed the existence 
of a mutual understanding on the point, and replied : “ Of course, 
sir, there must be more silver in it (i.c., the 1840 coin), or why 
sjiould Government withdraw it?” It certainly seems strange 
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that the fact of Government’s withdrawing a coin from circulation 
should be accepted as evidence of its intrinsic superiority. Quot 

homines, iot sentenUce. 

% 

Another argument commonly in vogue is to the following 
effect : — formerly the rupee contained 16 annas of silver, whereas 
it naw contains between 10 and 11 annas of silver; what,,. then, 
can be more obvious than that the rupee contains less silver than 
formerly? No greater travesty of logic could well be conceived. 
In reality the premisses of the argument merely amount to this— 
that^the value of the rupee, whether measured in gold or com- 
modities, has become divorced from the value of the silver it 
contains, whfSreas formerly the value of the rupee was the same 
as that of the silver it contained, or very nearly so (after making 
allowance for a 2 per cent, seignorage). The “ annas,” in fact, 
are different in the two cases. In the former case the ” anna” 
is the one-sixteenth part of a freely minted rupee, in the latter 
case it is the one-sixteenth part of a monopoly rupee. 

Innumerable dangers were foreshadowed by the writers who, 
before 1893 and also during that year, criticised the Grovernment 
policy in closing the mints to the free coinage of silver, but no 
one seems to have been so prescient of the future as to foresee that 
a pseudo-argument of this kind would be used to bolster^ up a 
preconceived idea entertained probably by the vast uneducated 
classes generally, and by the educated classes to some extent, that 
the Government of the King-Emperor is — in plain language — 
deliberately depreciating the current coin of India. Even still 
more extraordinary would have appt'ared to them the fact that the 
people at large vi(»w this imagined depreciation with the utmost 
complacency. Picture the state of mind of the people Great 
Britain, if, on w\aking to read their papers one morning, they 
found that the Government of the day had resolved on a measure 
to broaden the basis of taxaliion by putting a little less gold into 
^ the sovereign. 

B,ut how shall we explain this extraordinary complacency m 
spite of such a belief? As has been already remarked, the native 
of India has unbounded confidence in the rupee ^simply because 
it is the Sirkar's coin. If a small section of the educated classes 
be excepted, he is hopelessly ignorant of the nature of the changes 
which have taken place in it, or, to be more .correct, in its relation- 
ships to the monetary world and to prices, since Government 
decided on its memorable policy of closing the mints to the free 
coinage of silver. It is sufficient for him that it bears the ” im- 
primatur” of authority in the form of the King-Emperor’s head. 
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He believes that this gives it some intrinsic value.pver Rnd above 
the value of the silver it contains, but he has not the least idea 
how this result is brought about. He regards the coinage as 
peculiarly an affair of the Sirkar, in the same »way as he regards 
the performance of religious functions as an affair of the Brahman, 
or the making of shoes as an affair of the Mochi.^ 

There can be no doubt' that the Oriental’s distaste for alloys 
is at the root of many of these erroneous impressions about the 
nipee. This distaste is itself easily explained if we reflect that the 
ordinary native goldsmith has no means at his disposal for 
separating out the component parts of an alloy. It is not possible 
to put matters to a practical test, to melt down the rupee and 
separate out the pure silver it contains and weigh it. Tlie Indian 
does not understand alloys. What he does thoroughly understand, 
and what he best likes, is pure gold and silver. This is, perhaps, 
the secret of a good deal of the confusion that exists in his mind 
about the coinage. 

This discussion of the rupee leads us naturally to the vexed 
question of hoarding. There can be no doubt that during the last 
two or three decades a great change has come over the mind of 
the Indian public in respect of hoarding. For some reason or 
another the practice is greatly on the decrease. This has often 
been represented as a direct and obvious result of the closure of the 
mints in 1893. In the discussions which preceded this step it was 
often assumed that the change would result in the liberation of 
large quantities of rupees from hoards, and many writers on the 
subject now speak as if this were exactly what did happen. It 
seems probable, however, if we take account of the views that 
prevaiT on the subject at the present day among native bankers 
and merchants, that the closure of the mints had no effect, or prac- 
tically no effect, in this direction. 

In the first place it seems very' doubtful if rupees, as such, 
were ever hoarded to any great extent, at any rate since the early ^ 
days of the Company. It may be noted at the outset that th(^ 
writer assumes a capital distinction between “ hoarding ” proper 
and merely pLcting by rupees against a rainy day. The element 
which distinguishes “ hoarding ” from mere “ saving ” seems to 
be the indefinite nature of the ultimate object. Rupees are 
hoarded primarily witji the object of creating a pile. Rupees are 
saved for some more or less definite ultimate purpose. It is neces- 
sary to insist on this distinction, because the two ideas are often 
confused. Now the evidence available on the question all goes 

* Worker in leather. 
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to show -that it is extremely doubtful if the rupee (t.e., the British 
coin) was ever hoarded to anjrthing like the extent generally 
supposed. It seems far more probable that it was the old Moghal 
coins, already referred to, which were in requisition for the pur- 
poses of hoarding. Marwari bankers still take pleasure in recount- 
ing Jhow the*y made fine profits by buying and selling these coins 
in the old days. It appears, however* that about fifteen years ago 
(i.e., about the time of the closure of the mints, whether before 
or afterwards the writer has been unable to ascertain), this 
business received a decided check by reason of the fact that the 
Moghal rupees came to be largely counterfeited in Calcutta and 
other places* 

Apart, however, from transient causes of this nature it seems 
probable that a great secular change had begun to manifest itself 
in the mental attitude of the Indian public towards hoarding long 
before the closure of the mints was thought of as a s(^rious practical 
issue. The hoarding classes have become more busiri('ss-like and 
more alive to their own interests. The zaniindar, instead of 
hoarding, now turns to money-lending as a means of making a 
profit out of surplus cash ; or, if he be of careful dis))osition, pur- 
chases Government securiti(\s, or invests in railways. The 
increase of l)usiness concerns has given a fillip to investment. The 
big raiyat, who formerly hoarded, now purchases more land, or 
lends money to his f>oorer brethren. 

The purchase of land has come to be regarded as a peculiarly 
profitable investment. The price of land has riseji much of recent 
years, and there is every prospect of a further rise. The returns 
from land are specially large since the price of most of the staple 
food grains has gone up. Land purchases seem to havcTiecomc a 
favourite type of investment amongst the bigger raiyaU in the 
cadastrally surveyed districts of Bengal, where title is now more 
easily established in the Courts, and the general conditions of 
tenure more secure, than was formerly the case. 

Whatever be the more. proximate causes of this change of ide’ks 
in respect of hoarding, it seems almost certain that the, change 
has little or no connection with the altered statfts of the rupee, 
because, as has been observed, it is very doubtful if the rupee, as 
issued in the days of British rule, has ever been hoarded to any- 
thing like the extent to which it is suppose^ to have been hoarded ; 
and, on the other hand, the change seems to have been in operation 
long before the closure of the mints. But, it may be asked, if 
this be correct, how can we account for that increase in the volume 
of the currency which is commonly supposed to have taken place 
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during the years immediately following the closure of the mints. 
The orthodox explanation of the fact is that a large quantity of 
rupees came out of hoards, and that the melting of ^rupees for 
ornaments was automatically stopped. Now, allowing that the 
supposed increase to the currency at that period has not itself been 
exaggerated, it appears highly probable that the former factor has 
been exaggerated as an explanation of the increase/ It has never 
been proved that the increment to the currency was so great that 
it could not be fully explained by the complete stoppage of the 
outlet afforded by the melting of rupees for ornaments tak^n in 
conjunction with another factor to be noticed presently. It seems 
likely that a favourite method of obtaining silver for ornaments 
was through the medium of the currency. People would not think 
much of the seignorage so long as the stamp of the Queen’s head 
on the coin afforded a guarantee of a certain standard of purity of 
fche silver. The Queen’s head was the hall-mark. But the 
stoppage of this source of shrinkage' would not of itself suffice to 
explain an “ increase ” in the currency, so long, at any rate, as 
the issues remained inconsiderable. It seems likely, however, 
that the stoppage of issues was more than counterbalanced by that 
flood of rupees which, as Mr. Probyn tells us,^ during the years 
both preceding and succeeding the closure of the mints, welled 
into the couJitry from outside. These two complementary factors 
seem to afford a sufficient explanation of the phenomenon, and it 
does not seem necessary to |X)stulate a theory, otiierwise unsup- 
ported by good evid('nce, that ruj>oes, in large sums, w’^ere liberated 
from hoards. 

Wejiave seen something of the views of the' Indian banker, 
trader, and cultivator with regard to silver ; let us now see what 
are the ideas prevalent in the bazaar with regard to gold. What 
does the Indian banker and merchant in the bazaar think of the 
gold standard, exchange, and the sovenugn? We have already 
seen that he docs not understand much about the gold standard 
and exchange, Init he has some definite views on 11 k‘ subject pf the 
sovereign, wffiich in Bengal ho calls the “ guinea.” The matter 
is of some importance, because on a correct estimate of those views 
must depend in one of its phases the solution of those momentous 
questions — how much gold is it necessary for Government to 
accumulate in the paper currency reseiwe and the gold standard 
r/Dserve before committing itself to the jx>licy of issuing gold more 
or less freely in exchange for silver or Government currency notes 
at a fixed rah*-, and what form should th(i gold issues take? Now 

, * Mr. L. C. Probyn’8 Indian Comage and Cv/rrmetj, 1897, pp. 6G, 67. 
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the matter is to this extent simplified that the demand for ^old 
is of thr^ kinds — the demand for export, the demand for orna- 
ments, and the demand for currency. The first involves ideas of 
enormous complexity, and is a question altogether beyond the scope 
of the present discussion. The demand for ornaments is, in some 
respects, similar to the demand for rupees for the same purpose 
in the days when rupees wore freely* minted, only the demand is, 
of course, much more limited. The demand for this purpose is 
stimulated to some extent when exchange is low by reason of 
the^fact that it* is then obviously profitable to obtain gold, in such 
quantities as it can be readily obtained, at the rate of i\s. 15 to 
the pound sterling. The demand for ornaments is, how^ever, still 
strictly limited, as the average purchaser miic*h f)r('fers pure gold 
to the goli of the sovereign, 11/12 fine. It should be remem- 
bered that the ordinary Mofassal dealer has no clear knowledge 
of the exact degree of fineness of the “ guinea,” so that he does 
not bother himself wifh niceties in the matter of figures in buying 
and selling it as a medium for the manufacture of o!*namcnts, 
even when exchange falls appreciably, or, wljat airiounts to the 
same thing, when the rupee price of bar gold rises apj)reciably. 
Even if the gold of the sovereign bo regarded as a ]X)ssible substi- 
tute for pure gold wdien exchange falls, still it must bo remembered 
that the demand for gold of any kind for the i)urpoRes of ornaments 
is, in its nature, a strictly limited one, and incapable of any extra- 
ordinary expansion. The really serious demand at such times 
will be the demand for purposes of cx|K)rt. 

Next, as regards the demand for currency, the sovereign is 
already in circulation to some extent in many of the up-country 
towns. A certain number of sovereigns, varying probabTy between 
100 and 2,000 or 3,000, would be found in the bazaar of every 
headquarters station. The circulation of the coin is, however, 
•chiefly confined at present to transactions between the larger traders 
and bankers, or between them and Europeans. The demand for 
cur^^cncy purposes is so far inappreciable, and it is believed fhat 
the district treasuries, as a matter of fact, cixpericnco no difficulty 
in supplying sovereigns freely w^hen demanded 

The prevalent idea about the sovereign is that it is the equiva- 
lent of Es. 15 in exchange, and that it can be obtained readily at 
* all Government Treasuries at that rate, cither in payment of claims 
against Government, or in exchange for rupees. It is not at^all 
generally realised, even by the Mofassal treasurers themselves, that 
Government is not under the obligation of supplying sovereigns 
freely on these terms, and it appears likely that Treasury officers 
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rarely have occasion in practice to refuse to supply sovereigns freely 
when demanded. 

These are facts fraught with the greatest significance, because 
they go to indicate that if Government were immediatcfy to place 
itself under the obligation of supplying sovereigns on demand at 
the rate of Es. 15 to the sovereign, either in paymefit of claims 
against Government, or in exchange for rupees qt notes the 
demand for currency purposes, and, for that matter, for the pdrpose 
of melting, would be no greater than it is at present. It is the 
writer’s conviction that if th(' condition of the paper currency 
reserve andrthe gold standard reserve app(',arcd to justify, so far as 
general external conditions are concerned, th(^ free fssue of gold 
to-morrow, no more sovereigns would be taken out of tlie 
Mofassal treasuries for the purposes of currency, nor, ‘indeed, for 
the purpose of ornaments, than would he the case* under existing 
conditions. In other words, there would be no rush for gold for 
these pur[X)8es such as is commonly depicted in discussiojis on the. 
subject. The scTious demand, of wliiih it would he lU'cc'ssary to 
form a competent estimate, would he tlie demand for (‘Xj)ort. 

So far it has boon tacitly assumed that the gold issues, under 
a free gold standard syshun, would he in thc’ form of the English 
and Aij,stralian sovereigns, which are- at [>resent legal temder. In 
an article on “India’s TVesent Monetary Condition,” which ap- 
peared in the Economic J or rnal, August, 1907, the suggestion has 
been put forward that if five and hm rupee pieenvs of greater purity 
than the sovereign were coined, they woidd bo more popular than 
that coin. There can be no doubt of the correctru^ss of this ohscu*- 
vatioD. It seems highly probabhr in fact, that if a pure gold ten- 
rupee pie6<:3 were issued, it would get into circulation so quickly, 
and would be taken so freely for the purj)ose of melting, that it 
would become a serious source of embarrassnumt to those respon- 
sible for the plenitude of the gold rdserves. To start free gold, 
issues with such a coin would probably necessitate the accumulation 
of a far larger gold reserve than would he the case with sovereign 
issues, and the whole question would become much more com- 
plicated in charsCctcr. 

The writer now feels that he ought to put forward a brief 
apologia pro vita siia. He may be charged with generalising from 

Q 

^ The distinction seems, to the writer, unimportant, because if any serious local 
demand for sovereigns arose, they would rise to a premium as compared with rupees, 
and everyone having claims against Government would naturally seek to be paid in 
sovereigns rather than in rupees, while Government revenue would be paid in rupees 
and not in sovereigns. The distinction does not seem to provide any real safeguard 
againsti a sudden drain of gold. 
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a too narrow range of facts. He has already indicated several 
directioncJ in which his conclusions may need qualification. There 
may be others. It is only with very great diffidence, and after a 
careful cctnsider^tion of possible objections, that the writer has 
brought himself to the statement of these conclusions. It is 
possible, iniact probable, that deeper and more extended inquiries 
would show that some of them need considerable modification. It 
seems almost hopeless to attempt to make any general statement 
about a country in which local conditions are so varied and so 
divers-hued as they are in India. Take an instance from agricul- 
ture. The very design of the raiyaVs ploughs varies from one 
district to aiiother. In matters of trade and money, however, 
there is one fact that appeals to the writei* as making to some 
extent for Uniformity and simplicity. It is the fact that the Mar- 
wari class is ubiquitous. The great bulk of Mofassal trade is in 
their hands. Probably no one knows better than the Marwari 
how to accommodate himself to local conditions, but it seems 
probable that his g(uieral ideas of trade and money, like his general 
methods of business, are much the same, whether he resides in 
Simla or Tutocorin, Poona or Dacca, Karachi or Chittagong. 

The cases in which direct contact with Mofassal ideas on 
economic subjects briiigs home to one the necessity of exercising 
greiit care in applying large theories to practice in Indian economic 
matters, particularly in niom^tary matters, might bci multiplied 
ad nauseam, but the writer hopes that he has succeeded in giving 
a few instances which may serv(i to bring into clearer perspective 
the danger of jumping to too hasty conclusions when the theories 
of the West are applied to the practices of the East, unless, indeed, 
some discrimination be brought to the task, and due altbwance be 
made for the personal equation as exhibited in the manifold and 
sometimes mysterious workings of the Oriental mind. 

• H. E. Perbott 


Hotels and Foreign Visitors in Switzerland. * 

A Jubilee Pamphlet entitled “ Jubilaumsged^nkscrift (1882- 
1907) was published in Basle last year by the Central Bureau 
of the Corporation of Swiss hotel proprietors, in commemoration 
of the twenty-fifth year of its existence. This pamphlet is full 
*of very important facts about Swiss hotels ; an excellent map is 
appended to it, upon which the towns and places most frequented 
by foreign visitors are carefully marked. Comparisons are 
instituted between the number of hotels reported for the years 
1880, 1894, and 1906, and the figures quoted in the pamphlet 



626 


THE ECONOMIC JOCENAL 


[dec. 


show that the number of hotels increased during these twenty-five 
years unusually rapidly. In the year 1880 the hotels for foreign 
visitors numbered 1,002, and the total number of beds was 
reckoned at 58,137. The report shows an increase of 70 per cent, 
during the next fourteen years, and in 1894 the total number of 
hotels for foreign visitors in Switzerland had reached 1,693. The 
year 1905 shows a total of *1,924 hotels, an increase of 93 .per 
cent, as against 1880, and of 15 j)cr cent, as against 1894.* The 
number of beds for foreign visitors increased gradually until it 
amounted in 1891 to 88,634, and in the year 1905 it reached a 
total of 124,068. We see from these figures that during the first 
period (1880 1894) the iticreasc in the number of,, hotels was 
larger, while in the second period (1894-1905) the increase was 
larger in the rtumber of beds. Th(i average number of beds was 
58 in 1880, 52 in 1894, and 64 in 1905. 

The hotel businesses are for the most part conducted by the 
year. In the six Cantons of Appen/cdl, Benus Lucerne, Schwyz, 
Thurgav, and Wallis, however, there art‘ a greater numbcir of 
businesses conducted by the season only ; these Cantons lie in 
the most moujitaiiious districts, wh(U*e visitors do not care to 
pemetrate during the inclement wdnter weather. Graubiinden has 
a winter season, on account of the op]X)rtunity it affords for the 
exercise of various winter sports, and it is th(‘rcfore not included 
in the half-dozen mentioned above, dlu' hotels carried on by 
the -season are larger than those carried on by the year, the 
former numbering 70 beds per hotel, and the latter 60. 

The pamphlet draws special attention to the fact that the 
Canton of Graubiinden has the largest number of w^hat we may 
term gianl hotels, and this is probably due to the Canton being 
frequented mostly by American visitors, who like to be entertained 
in American fashion. 

The pamphlet deals at great length* with the matter of finance,, 
and without referring in detail to the various tables shown, we 
will draw the general conclusion that the capital invested in 
hotel businesses amounted to about ^12,780,000 in 1880, and to 
about 4:31,100,0^0 in 1905. The table giving the returns for 
1880 and 1905 is as follows : — 


1880. 1906. 

Receipts £2,112,000 £7,648,680 

Bxpenditure «, 1,00,000 6,266,200 

•Gross profit £672,000 £2,293,480 

Depreciation of immoyable goods, 1‘5%, and 
of movable (8%) 379,200 837,600 

Net profit £292,800 £1,456,880 

, • Or In pet cent, of the capital 2-3% 4-7% 
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These figures speak for themselves, and it is surely unnecessary 
to commcut further upon the#steady increase they denote in the 
number of foreign visitors to Switzerland. 

The pamphlet next gives some very interesting information 
about the hotel employes. The total given for 1880 is 16,022 
persons; an jncrease of 49 per cent, is showm in the year 1894, 
the total having reached 23,907, or .11,340 employes in yearly 
busine^jses and* 12,567 in those conducted by the season. In 1905 
the numbers stand at a total of 33,480, or 14,252 employes in 
yearly businesses, and 19,228 in those carried on by the season. 
The •number of emj>loyes has increased in about the same pro- 
portion as the hotels, for the report shows 16 employes to each 
hotel in 188(T, 14 in 1894, and 17 in 1905. The nationality of 
the employes is mentioned for the year 1905, the percentage being 
about 38 foreigners to every 100 Swiss. 

A peculiarly interesting table is given in the report referring 
to the salari(is of the hotel employes. It must be borne in mind 
that all employes rc^ceive board and lodging, the hotel proprietors 
reckoning the average cost of each employe as l*2s. per day. The 
duration of the engagement of a person in a business conducted 
by the season is calculated at 100 days. The total amount of 
salaries in 1905 stands at £1,078,720; the average yearly wage 
of an employe, including board and lodging, is reckoned at 
.£57*2744, and the average wage of an eniployc^^ engaged by the 
season of 100 days only at £13*6488. These amounts do not 
include the “tips” that may be bc^stowed by visitors. These 
tips would, of course, increase the salaries of those employes into 
whose hands they fell, but as many of the employes do not come 
into contact with the visitors, such tips cannot be in^duded in 
the general average. 

The pamphlet contains two more extensive tables that may 
be of interest to English reaiders ; the one has reference to the 
nationality of the foreign visitors to Switzerland, and the other 
• to the percentage of beds occupied in the various months of the 
year. • The report does not give particulars as to how the pt^r- 
centages with regard to nationality were obtained, but we may 
conjecture that each hotel proprietor preserves *a record of the 
visitors who make use of his establishment, and probably he takes 
note of their nationality also. Germany stands highest on the 
list, the number of visitors from that count/y being 30 per cent., 
and Switzerland itself supplies the next highest number of 21 pet 
cent. England shows 15 per cent., France about 12 per cent., 
and America about 6 per cent. The last on the list are Italy 
with about 3 per cent. , and Austro-Hungary with about 2*6 ^jjer 
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cent. An interesting note is added in this connection to the 
effect that both hotel proprietors and employes prefer the English 
and American visitors ; these stay longer on the whole, and 
although their demands may be rather high, they 'exhibit a 
generous and open-handed nature. 

The standard of the year’s prosperity is the percentage of 
beds occupied. Thus an average of 25 i^ev cent, beds occupied 
is regarded as a bad year, 26 per cent, to 28 per cent, is con- 
sidered a poor year, 29 per cent, to 32 per cent, is reckoned 
a middling year, 33 per cent, to 36 })cr cent, is a good one, and 
37 or upwards is a very good year. Since 1894 there has ’only 
been one very good year, while one good year, four middling 
years, five poor ones, and one bad year are reported. The highest 
[>ercentages of beds occupied are found in July and Angust, their 
averages being 58 per cent, and 76 ]>er cent, respectively. April, 
May, and »June show respective averages of 20 per cent., 22 per 
cent., and 30 per cent., while the avetage for September reaches 
about 40 per cent. 

Efforts are being mad(' to entice foreign visitors to Switzerland 
during the winter months to such places as St. Moritz and Davos, 
where winter siK)rt offers facilities for enjoyment, but the hotel 
proprietors re^port that the increasi' of visitors in winter diminishes 
the number of summer holiday-makers. 

It is very easy to deduce from the facts stated in this Jubilee 
Pamphlet that Switzerland’s foreign visitors are of the utmost 
importance to the prosperity of the whole country ; they set money 
flowing in various directions, and exercise a material influence 
upon the general finance of the land. 

A. Muriel Farrer 


An Essay on the Causes of the Decline of Foreign Trade, conse- 
quently of the value of Lands of Britam, and of the means 
to Restore Both. Begun in the year 1739. (London, 1744.) 

The authorship of this tract is a matter on which different 
opinions have been expressed. At one time the balance of 
evidence appeared to me in favour of its ascription to Sir Matthew 
Decker, as stated on the title-page of one edition. Since then, a 
further examination of the material has led me to doubt this 
csonclusion, for reasons which can be briefly stated. 

Before turning to the examination of this evidence, a word is 
necessary as to the authorship of another tract, the Serious 
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Considerations on the several high Duties which the nation in 
general (as well as its trade in particular) labours under, dc. By 
a well-wisher to the good people of Great Britain, London, 1743,” 
which has ‘boon generally attributed to Decker. On this pointy 
contemporary evidence is unanimous. The book is stated to be 
written by him by well-known writers, and the plan which it 
suggests as a substitute for existing taxes, namely, a tax on 
houses* as a test of consumption, was evidently a matter of 
considerable discussion. It was treated as well worth considera- 
tion by a writer- like Fauquier, and was respectively supported 
and attacked by others. One hostile writer in 1757 speaks of it 
as ” a Propositi commonly called Sir Matthew Decker’s Scheme.” 
So far, however, as the tract is concerned, it was not published 
under his o\vn name, and the references to his authorship appear 
to be subsequent to his death in 1749. Internal evidence, so far 
as it goes, points to his authorship. It was obviously written 
by someone having considerable knowledge of the East India 
Company’s affairs, and is much more like the work of a man of 
affairs than that of a i>rofessional writer. The style is simple 
and direct, and somewhat resembles the few letters of Sir Matthew 
Decker which remain. Under the circumstances, there is little 
f^articular reason for doubting the accuracy of the view* thus 
exi)resscd. On the other hand, scattered contemporary statements 
as to authorship arc not a very sure ground for certainty in 
the case of an anonymous pamphlet like that in question. This* 
matter has been dealt with first because some part of the argu- 
ments agaipst Decker’s authorship of the ” Decline of Foreign 
Trade ” has rested on the incompatibility of the two works. 

The ” Decline of Foreign Trade ” was published anonymously 
in 1744 by J. Brotherton, the title-page, however, recording that 
it was begun in 1739. In 1749, the year of Decker’s death, a 
so-called second edition, bu't a mere reprint of the first, was 
issued in Dublin, bearing Sir Matthew Decker’s name. In 1760 
* Brotherton published a second edition without any author’s name, 
in which an addition is made to the Preface, containing these 
’ words : ” The bookseller desiring a second edition, the oppor- 
tunity of correcting the mistakes in the first was a sufficient 
inducement to comjdy with his request.” A profession of willing- 
ness to make further corrections follows. This, of course, suggests 
that the author was alive, and though the process of printing an^ 
publication may have occupied some time in the eighteenth 
century, Decker’s death in March of the previous year seems to 
put him out of the question. 

72. — VOL. XVTII. 
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On turning to internal evidence, the first matter which presents 
itself is as to the probability or improbability of two tracts 
propounding different schemes proceeding from the same hand. 
It is ncicessary, however, to point out that in. both the leading 
idea is the levy of taxes according to the power of consumption, 
the house tax in the “ Serioua Considerations being taken as a 
test, while in the ‘‘Decline of Foreign Trade” a .schedule of 
consumption of luxuries is drawn out. Again, in the “ Serious 
Considerations” a tax on the consumption of tea is proposed. 
But the alleged incompatibility of a common authorship of the 
two rests «on the improbability of the two being written al the 
same time, a feature which is emphasised by the s/^^atement that 
the ” Decline of Foreign Trade” was begun in 1739. Moreover, 
the author of the “ Serious Considerations,” in mentioning his 
proposal as one for taxing consumption, definitely distinguishes 
it from a General Ijxcise, which ho condemns as inquisitorial, 
adding that he opposed the excise measure of seven years pre- 
viously, and advocates the house tax as a means of attaining the 
desired end, without jiny of the disadvantages associated with the 
excise. It is surely improbable that he would, at the very same 
time, be advocating a method of taxation necessarily inquisitorial. 
In the next place, the two works differ greatly in method and 
style. The one, the “Decline of Foreign Trade,” is elaborate in 
arrangement, and somewhat turgid and involved in style, while 
•the other reads like the brief deliverance of a man unaccustomed 
to beat about the bush, and anything but diffuse in the expansion 
of his ideas. He writes continually in the first person, a feature 
by no means frequent in the former tract. In addition, however, 
to these differences, there is one particular reason which increases 
the difficulty attending the hypothesis of Decker’s authorship of 
this work. It contains a very definite attack on the monopoly 
and methods of the East India Company, with which, of course. 
Decker’s interests were closely bound up, thus again negativing 
the attitude taken by the writer of the ” Serious Considerations.” 

In the matter of external evidence, there is considerable differ- 
ence of opinioru Fauquier, in the second and third editions of 
“Ways and Means,” 1756 and 1757, attributes the work to 
Eichardson, about whom he clearly knows little or nothing. So, 
too, does Chalmers in 1783. On the' other hand, Tucker ascribes 
it to Docker, in his Brief Essay on Trade in 1750. This leads to a 
reference to the same effect by Lord Townshend in a letter to 
this author. His authority, however, is of little value as he 
writes, You will wonder, but it is very true that I had not seen 
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or even heard of Sir M. Decker's Essay on the causes of the 
Decline of Foreign Trade, till I found it quoted in your essay.” 
But thij renders still more important the withdrawal by Tucker 
in the next edition of the ” Brief Essay on Trade ” (1753) of any 
reference to Decker as the author of the tract in question. Under 
the circumstances, the omission of what was definitely stated 
three years. before certainly seems to* indicate the discovery and 
correction of a mistake. Postlethwayt, however, attributes the 
work to Decker in the “Universal Dictionary of Trade,” in the 
editions of both 1751 and 1774, and also in “ Great Britain's True 
System” in 1757. 

The matter seems much as follows. About the time of 
Decker’s death, there was for some reason or other a belief 
current that^tho work in question was duo to him. * As twidence 
of this, we have the Dublin edition, and the references by both 
Postlethwayt and Tucker, the latter of whom, at any rate, w^as 
not alTocted By the Dublin title-page, since he was referring to the 
quarto edition of 1744. In a year or two, however. Tucker sees 
reasons for abandoning this ascription, while Fauquier, who in 
his first edition makes no mention of any author, in his second 
and third editions attributes the work to Eichardson. 

Whether the work was by Eichardson is diffienk to 
determine ; that rests mainly on Fauquier’s testimony. But, 
leaving this aside, in the lights of the facts given above, certain 
conclusions seem well-established, namely : — ' 

(1) That it was not by Decker. 

(2) That it was not by the author of “Serious Considera- 
tions.” 

(3) That the author was alive in 1750. 

E. C. K. Gonner 


The Labour Insurance Law in Hungary. 

Keeping pace with industrial improvement Hungary is trying 
to establish effectively all those institutions' for the protection of 
workmen wliich are necessary to peaceful social evolution. A 
notable manifestation of this endeavour w^'as the passing of Act 
XIX, of 1907, treating of the insurance of industrial and commer; 
cial employes against illness and accidents. We should like to 
make the reader acquainted with the antecedents, principles and 
chief provisions of this Act as briefly as possible. 


u u 2 
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The ideas which led Germany in the ’eighties to a stupendous 
extension of institutions in connection with labour insurance took 
a lively hold also on the Hungarian Parliament. 

, In 1884, whilst discussing the industrial Bill 5 the Efouse called 
upon the Government to draft a Bill for the insurance of workmen 
against accidents. The manufacturers were obliged by the indus- 
trial law" itself to adopt and maintain in their factories at their 
own cost such measures as were necessary for the security of the 
workman’s life and health. The same Act also encouraged indus- 
trial employees to found aid funds, and declared that where the 
majority cf the employees decides to found an aid fund, the 
minority is also bound to join and to pay a certain •^percentage of 
their weekly wages for the maintenance of the fund. ^ 

Under the influence of a great mining catastrophe in 1885 Par 
liainent declared the necessity for a law providing for the security 
of the wwkman’s life and health, and also for the surviving 
dependants of workmen killed by accident. 

The first Bill of this kind, entitled “ Sick Benefits for Indus-* 
trial and Factory Employees,” was brought in by the Board of 
Trade in 1891, and soon became law. From lack of practical 
experience, this law followed the form of organisation existing in 
Gernmny and Austria : entrusting the insurance to district sick 
clubs, at the same time allowing sick funds to be founded by 
workmen of the same guild, by employers in their own factories, 
‘and also by private societies. The preamble of the Sick Benefit 
Bill promised the speedy introduction of a Bill for accident insur- 
ance ; in the meanwhile sickness or cases of fatal accidents were 
attended^ to by the .sick benefit funds. 

The great number of the sick funds led to the dissipation of 
their strength, so that some of them were not capable of perform- 
ing the task laid down for them by the law. 

In the meanwhile the law treating of factory inspection, en- 
forcing Government supervision of factories and industrial estab- 
lishments, thereby taking the necessary measures for the physical 
protection of workmen , was framed in 1893. 

Several plans w"ore drafted by the Board of Trade for insurance 
against accident. These, however, were never carried into effect. 

Public opinion felt more and more the necessity of this kind 
of insurance ; as an example of this we may take the practice 
of the courts of justice which, in reference to the supervision law 
of 1893, demanded more and more urgently from the employers 
compensation for the workmen or their surviving dependants in 
casps of accidents happening during employment. This oompen- 
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sation often reached a very substantial sum. Private insurance 
societies were by these means brought into a flourishing condition, 
as the en^ployers transferred their liability to the insurance 
societies by meails of a yearly payment. On the other hand, in 
the* more dangerous trades, the masters themselvc^s expressed a 
wish for legally defined accident insurance. 

Before the accident insurance of industrial workers fon account 
of the diflSculties of the work and the many sides of the question) 
could be properly worked out and carried into eflVct, a Bill was 
brought in by the Board of Agriculture to provide in some measure 
in cases of accident for agricultural labourers, the numbf'r of whom 
in Hungary considerably exceeds that of those employed in trades. 
This Bill passed into law as Act XVI. of 1900, aiiil a fund was 
formed, chiefly by the State, for agricultural labourers and 
servants. 

Employers are bound to pay into the Fund 1*20 “krone” (l.v.) 
annually for each servant cmploy('d l)y the the membershi]) 

of other labourers is voluntary. Th(^ fund assists any of its 
members thrown out of work through accidcuit ; in cases of in- 
capacity not caused by accidemt, those are assisted who have been 
members of it for at least ten consecutive years. If the meunber 
loses more than a week by accidcuit, over and above the exf>en8es 
of the doctor and of medicine, he receives one “krone” (lOd.) 
daily, but only during a period of sixty days. A totally disabled 
labourer receives ten “krone “ (8 a‘. 4d.) a month as long as he 
lives. If the accident ends in death the Fund pays 100 “krone ” 
(£4 35. 4d.) for funeral expenses, but if there are dependant sur- 
vivors, a contribution of 400 “krone” (<£1G 135. 4(L). • 

A new Act (XIX. of 1902) made the insurance of those em- 
ployed on threshing and cutting machines obligatory at the 
expense of the farmers. • 

In 1902 the Minister of Commerce organised a special depart- 
• ment for the codification of social [Kditics, the first task of whicli 
vras the drafting of a Bill for obligatory insurance against acci- 
dents. Ih the following year the Bill was readw, and, wdth the 
purpose of inviting public criticism, it was published in two 
volumes containing an extensive and precise report cl arguments 
and a collection of materials referring to every branch of the 
question. The interest of the expert public fvas a very lively one ; 
the Bill, however, w^as unable to reach the stage of Parliamentary 
discussion owing to the political situation of the time. 

As soon as a new Government was formed in 1906, the Minister 
of Commerce considered it as one of his first tasks to work •out 
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the whole complication of the workmen’s insurance laws. As the 
necessity to modify the sick benefit law became ever more pressing, 
in the same year the Board of Trade had a Bill dratted for the 
'common organisation of sick benefit and accident insurance, taking 
the former plan as a basis. The Bill having been, discussed by 
many experts, was accepted by the Legislature in 1907 ' (Act 
XIX.), brought into working on July 1st, 1907, and is based on 
the following principles : — 

(1) Insurance for sick benefit is obligatory on all employees in 
every branch of trade and commerce whose salary docs not exceed 
2,400 “krone” (MlOO) a year, or eight “krone” (6^. 8d.) a day; 
on the other hand, insurance against accident is ’obligatory in 
every dangerous employment mentioned in the Inw, without 
regard to amount of salary, bat in the question of compensation 
a salary of not more than 2,400 “krone” (£'100) is taken into 
consideration. (2) Sick benefit and accident insurance are 
entrusted to the same funds, which arc united into one 
central fund for the whole couniiy. (3) In the Central 
National Fund, as well as in its local organs, both in- 
terested classes — employers and employees — are equally repre- 
sented. (4) For the decision of disputed questions a select jury 
is organised. 

Insurance for sick benefit has a wider circle, as insurance 
.against accident is not compulsory for workmen employed in some 
less dangerous small trades, and also is not obligatory for the 
employees in commerce. Skjk benefit consists in doctor’s attend- 
ance and medicine, including treatment in a sanatorium or water- 
ing-place, and of provision for maintenance. Claims on the sick 
benefit fund cannot be limited to a period of less than twenty 
weeks, but the Fund can extend this term to a year. A woman in 
childbed — if she is not otherwise ill*— has a (daim for sick benefit 
for six weeks. All members of the family living in the same 
household are granted treatment free of charge. 

Maintenance money equals half of the general wages «of the 
insured employee, but it can be raised until it equals two-thirds of 
the wages. In case of death a sum equal to 20-40 times the daily 
wages is given for funeral expenses. 

In case of accident, assistance is granted for the first ten weeks 
by the sick benefit fund ; later on the case is supported by the 
accident insurance fund. 

The- injured workman during tlio time of his incapacity 
receives a pension. If he entirely loses his capacity for work, 
60 per cent, of his yearly wages is granted to him ; but if besides 
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this he becomes impotent and needs constant nursing, the pension 
is to be raised to 100 per cent. 

In case of the death of an injured workman, funeral did is 
gi^en up to the sum of twenty times the daily wage ; the widov 
gets a pension of 20 per cent, of his yearly wages ; each of the 
fatherless children 15 per cent., but if also motherless, 30 per 
cent. ; his parents, grandparents, or orphan grandchildren 20 per 
cent. ; but the total sum of all these payipents cannot exceed 
60 per cent, of the yearly earnings of the injured workman. 

iprom a humanitarian point of view the Hungarian workmen's 
insurance law has made a considerable innovation, in which it 
is a pioneer to the Legislatures of all Europe, for the Hungarian 
law does npt make any difference in the value of the claim on 
assistance, whether the illness or accident bo occasioned by intem- 
perance or by any other cause ; in one case only the workman is 
deprived of his claim, i.c., if he brings about the accident pur- 
posely. But even in this case, if death ensues, his family gets 
the assistance and payments provided by law. 

The (expenses of the sick benefit fund arc borne equally by the 
employers and the employees, those of accident insurance only 
by the employers. The premium of the sick benefit funds cannot 
be fixed under 2 per cent., or over 4 per cent, of the aiverage 
daily wage ; the amount of the })remiiuri is fixed by the Central 
National Fund. In small trades, where the usual number of 
employees does not (exceed five, the jnemium of the sick benefit 
fund must not be higher than 2 jxjr cent, during the first five 
years of the law's working. 

As we said, the expenses of accident insurance are borne only 
by the employers. In order that single trades may contribute to 
the expenses in the proportion in which they make claims upon 
the fund, the law prescribes that the insured branches and trades 
hre to be classified according* to their danger and according to their 
obligation to pay the premiums. This classification of danger is 
not % constant one, but will be modified in time according to Jhe 
results of experience. As soon as the Central National Fund 
began to work, the ‘‘State Workmen's Insurance^ Office " prepared 
the first table of the classification of danger, on the basis of our 
hitherto very deficient experience, and from the data of foreign 
insurance societies. The first classification of danger is to be 
modified as soon as the number of accidents in the different tra(^es 
makes it advisable ; indeed, the National Central Fund is com- 
pelled every five years to revise the danger-classification, and, if 
necessary, to correct it. 
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Even within the same trade there may be an individual classi- 
fication according to the more or less careful provision made by 
the employer. Therefore it is in the interest of the employers 
that their own establishments, as well as others of the saane 

m 

trade, should possess every appliance for the protection* of 
workmen. 

The provisions of the law for preventing accidents are con- 
sidered by many experts as a more important measure than the 
material compensation of the injured workman and of his family, 
and so, during the occasion of the Parliamentary discussion of the 
subject, the Government declared its intention to take great care 
for the protection of the workmen’s physical scrandness and 
health. , 

The insurance for both sick benefit and accident is provided 
for by the National Sick Benefit and Accident Insurance Fund ; 
its local organs arc the District Funis. Bcsid(^s these, the law 
has left untouched the funds of the old establishments, but only 
for the purposes of sick benefit ; insurance ngainst accident is also 
in these cases discharged by the District FiUids. All other forms 
of the previous sick benefit insurance arc stopped, whereby their 
number has been diminished to one-third. Bo, their [>ower being 
concentrated, their capacity has been raised. 

The National Workman’s Sick Beiu'fit and Accident Insurance 
Fund is an autonomous corjioration gov(u nc'd by an e(}ual number 
of representatives of the insured workmen and of their employers. 
Over all the workmen’s insurance* funds there is the State Work- 
men’s Insurance Office to superintend and control them, its 
expenses being borne by the State. 

The law in question j)rovi(h‘S th(^ greater iiumber of trade 
employees with the most necessary n^quirc'ments of life in the two 
most frequent cases of incapacity for liarning : in the cas(js of 
illness and accident. On the occasion of bringing in the Bill, the 
Minister of Commerce announced his intention to draft a Bill for 
Old Age Pensions and Sick Insurance of Labourers in a short /imc. 
If this plan should also succeed, the workman’s insurance -in Hun- 
gary will be the first to realise the object aimed at by all the 
leaders of workmen’s insurance institutions, i.c., to build up all 
kinds of insurance on a common basis, and to provide for the fulfil- 
ment of all its tasks by the same organisation. 

Menyhert Szanto, 

Director of the Hungarian Institute of Social Service, 
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Ebcbnt Official Papers. 

Report from the Select Committee on Home Work, together with 

• the F^roceedings of the Committee. (Commons Paper, 246, 

• 1908 .) 

The Keport at the outset connects home work with sweated 
labour in the general sense of work done for insufficient payment. 
‘‘We have had quite sufficient evidence to convince us that the 
earnings of a large number of people — mainly women who work 
in their homes— are so small as alone to be insufficient to sustain 
life in the most meagre manner, even when they teil hard for 
extremely Idfng hours.” The “large number of people” here 
referred to yu found in that group of home workers which consists 
chiefly of (1) single women, widows, wives deserted by or separ- 
ated from their husbands, and wives whose husbands are unable 
to work ; (2) wives who obtain work when their husbands are out 
of employment ; (3) wives and daughters of men in work who 
wish to increase the family income. It is with this group that 
the Committee were mainly concerned. 

The earnings of many of these are “pitiably small.” Of 
this smallness the principal causes are classified under eleven 
heads, which may conveniently be reduced to five, namely, <1) the 
large and elastic supply of workers; (2) competition (with 
machinery, with workers in foreign countries, and with workers 
at home who do not work for the market) ; (3) the disadvantages 
of sex ; (4) the intervention of middlemen (an occasional cause 
only) ; (5) fierce competition among employers in most sweated 
trades, and the abscuice of any standard rates of p^. These 
causes are complicated by the conditions of factory development. 
Stringency of factory regulations causes a tendency to employ 
workers to whom such regulations do not apply ; the large supply 
of low-priced home-labour checks improvements of factory 
methods of production ; and, at the same time, improvements in 
factory production tend to reduce the rates of payment for work 
done outside — in other words, the more efficient Jhe factory organ- 
isation, the more hopeless is the struggle of the home worker. 

The Eeport then discusses the provisions of the existing law 
in regard to home workers. These consist chiefly in the powers 
'given to the District Councils to prohibit* work being given out 
to be done in premises which are injurious to health; in tjie 
requirement that persons giving out work must keep ^ a list of 
persons to whom it is given out, and send copies of these lists 

the local authority twice a year; in the “Particulars” septiou 
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of the Act of 1901, which secures to the worker beforehand in- 
formation as to the price he is to get for the work ; in some slight 
protection afforded by the Truck Act of 1896 ; and in the regula- 
tion of children’s employment by the Act of 1903. • 

As to the effect of these provisions, the Committee “are of 
opinion that tlicse provisions of the existing law have failed to 
produce any real amelioration of the condition of home workers, 
and that legislation of a far-reaching character is required.” 

Turning to Australasian experiments and experience, the Com- 
mittee accept Mr. Aves’s general opinion that “there is not rpuch 
inforinatioH or guidance ... to be derived from the conditions, 
legislation, and experience of Australia and New Zealand”; but 
they are of ojunioii, nevertheh'ss, that the legislation in these 
Colonies has been distinctly useful. 

Finally, turning to suggested remedies, the Committee confine 
their attention to two proposals (both applicable to cert»ain sjKsci- 
fied trades only) : (1) that homo workers shall be licensed by 
Factory Inspectors before they can legally obtain work, the 
licence to be renewed every six months; (2) that Wages Boards, 
consisting of employers and workpeople, with a neutral chair- 
man, shall be established with power to fix the minimum rates 
of wages to be paid to workers. 

The former proposal is discussed very shortly, and dismissed 
almost impatiently; the latter is finally adopted, and coupled 
with sundry minor recommendations, including a provision to 
prevent the w'orker’s \vaste of time in fetching and carrying, and 
a provision to ensure compulsory registration of all home workers 
employed by other persons in prei>aring articles for sale, and the 
enforcement of the keeping of accurate lists by cmployci*s. It 
is to be noted, however, that the legislation proposed is to bo at 
first tentative and experimental, and to bo limited in its scoix) 
to home workers engaged in the tailoring, shirtmaking, under- 
clothing, and baby linen trades, and in the finishing firoccsses of 
machine-made lace. The Horne vSecretary may establish \yages 
Boards for any other trades in any districts after inquiry, made. 

In commenting upon the Keport, of which the above is a 
brief summary, it may bo noted at the outset that the Committee 
have not fairly grasiicd the conditions of the problem. They seem 
to have forgotten the very large group of home workers consisting 
of wives who work liocause their husbands’ earnings are not 
enough to keep the family. These wives are certainly not in- 
cluded in the third group of women workers described as “wives 
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and daughters of men in work who wish to increase the family 
income/* for the latter are distinctly stated to be women who 
“usually ^elect pleasant work, and do not ordinarily work long 
liohrs.’* This omission is serious, not merely because it leaver 
many underpaid home workers out of consideration, but also 
because it indicates a failure on the part of the Committee to 
consiejer the question of undcr])aid women's woik in connection 
with the whole question of low-]3aid labour, or of men’s wages 
which arc normally below an accepted standard of family require- 
ments. The Eeport, as a consequence, siigg('sts no answer to 
those who maintain that “the remedy for some of the worst 
suffering in Sweated home industries is not higher wages at all, 
but less nee^ to work.” 

Again, the analysis of the causes of low ])aymcnts for home 
work is incomplete'. It is impossible to understand the diffi- 
culties of the problem of “sweated” or very badly paid ho'me 
work without reference to the fact that it usually attaches to 
surviving hand procc'sses (belonging to nn old stage of industry) 
working side by side wdth very up-to-date conditions of the market 
—a highly elaborated commerce dealing with a very extensive 
demand at a low demand price. That is to say, the wwk is 
connected with old and simple processes (which cannot •always 
be superseded by machinery) linked to a now and complex system 
of industry and commerce to which they arc not and cannot be 
adjusted. This is not at all the same thing as “competition wdth 
factory methods,” and failure to include this cause among the 
causes of underpaid home w^ork forms a further serious omission, 
in that it indicates a failure on the part of tlic Committee to 
consider the problem in relation to the whole modern industrial 
and commercial system. 

In their rejection of the proi:>osal for licensing all home 
’workers, the Committee are not convincing. The scheme would 
involve too many inspectors, they say, and it W'Ould discourage 
the ^)Ccaaional wwker. As to the former objection, it may* be 
retorted that the general conditions of homo yv'orkers can never 
be regulated without largely increased inspection ; and, indeed, 
the Committee’s own recommendations, if properly carried out, 
would throw a very large amount of extra work upon the Factory 
‘Inspectors. They insist that “the kec^fung of accurate out- 
workers’ lists by employers should be strictly enforced” — surply 
impossible without extra inspection ; and they propose to leave 
to the Inspectors the task of enforcing the decisions of the Wages 
Boards, and making detailed decisions themselves. It is to be 



640 


THE ECONOMIC JOUBNAL 


[DEC. 

noted, moreover, that in their desire to avoid actual ^visiting of 
home workers* abodes, dhey appear to forget the significant state- 
ment of Miss Squire that there has been no- improvement in the 
pleanliness of these abodes corresponding to the improved sanitary 
conditions — a defect which everyone agrees ought to bo remedied 
even if detailed inspection is the only way of remedying it. 
The second objection put forward to the licensing. scheme seems 
hardly to the point. The Committee appear to forget that the 
scheme provides for the immediate granting of licences provision- 
ally, i>ending a visit by the Inspector. 

Turning to the Committee’s final recommendations, it is not 
too much to say that they are based upon arguments in which 
a rather extreme optimism sometimes takes the place of logical 
consistency. 'It is asserted as a general justification that ‘‘it 
is quite as legitimate to establish by legislation a minimum 
standard of remuneration as to establish such a standard of sanita- 
tion, cleanliness,” &c. It may Ixi legitimate , but the suggested 
analogy is a false one. This jioint was fully dealt with by Mrs. 
Macdonald in the March number of the Joubn^l, and need not 
be dwelt upon here. But we may note that the ai’gument is 
really dangerous in so far as it suggests that a minimum rate of 
pay can be enforced in the same w^ay as a minimum standard 
of sanitation. To the fbrmiu* the honest and fearless co-operation 
of the workejrs is necessary; to the latter it is not. Again, the 
Committee are j^repared to face th(' disappc^arance of certain home 
traders, but — again with characteristic optimism — they argue 
“that experience teaches that the usual result of legislation of 
the nature referred to is not to kill the industry, but to reform 
it.” Certainly, experience of legislation of a quite different nature 
(applied to organised factory industry) has been to reform the 
industry in the sense of improving it ; and it is probable that the 
legislation now projxiscd would also lead to reformation — but in 
a very different sense. It would be most likely to reform the 
industry — by handing it all over to the factory w^orkers. ^ The 
argument, therefore, is not reassuring to those who regard the 
proposal as one for the abolition of home work. 

The actual working of the proposal is, as we all know, beset with 
difficulties. The Eeport does not make these appear any less. The 
Wages Boards are first to fix a general minimum time rate for 
an average worker in the specified trades, and then to fix some 
minimum piece rates in relation to the time rate. But to fix 
piece rates for any variety of pattern and process is obviously 
impossible. The Inspectors, therefore, will allow or disallow any 
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particular jpiece rate according as it is found to bring in to the 
average worker a weekly wage not less jthan the general time 
rate fiked for the district and trade. Everything is thus deter- 
miQed by feference to the average worker — whom the Inspector^ 
have to find in all the special processes and detailed branches of 
work. But persons' below the average are to be allowed to go on 
working ibc insufficient weekly wages: “the earnings of those 
who are slow or inefficient cannot be raised by giving them a 
rate of payment above that which is made to the average worker, 
even though it yield a very poor income to those whose output 
is small.’* The general result will thus be a raising of piece 
rates, leaving an indefinite number of workers still earning an 
insufficient wage. This is doubtless inevitable in any case, but 
it is useless to pretend that the higher piece rates *for the home 
work will not increase automatically the competition of the 
factory, the foreigner, and the private persons making articles 
for themselves, thus throwing out of employment altogether large 
numbers not only of inferior workers, but also of “average” 
workers. 

It may be added that the Committee are again optimistic as 
to the operation of the Boards. They regard the equal repre- 
sentation of employees and employers as a full safeguard “{^gainst 
most, if not all, the conceivable harm which could possibly result 
from the unwise use by the Boards of the powers conferred upon 
them.” - • 

In conclusion, the recommendations may be good ; it may be 
wise to try the expedient of Wages Boards ; but it may be 
doubted whether this Keport gives reason for regarding the 
attempt as any less a leap in the dark than it appeared to be 
before the Committee was appointed. 

E. J. Ur WICK 


Report of the Home Circumstances of Necessitous Children Jn 

Twelve Selected Schools, (London : P. S. King.) 

• 

Since the passing of the Provision of Meals Act there has 
been much controversy over the number of necessitous children 
in the elementary schools. Sentimental pessimism or political 
agitation has painted in lurid colours the huge army of the 
starving ; while the optimism of the Charity Organisation Society 
and other bodies, distinguished by the same spirit of philanthropic 
asceticism, has reduced the figures to an almost vanishing quan- 
tity. But in either case the conclusion has been derived from 
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preconceived opinions rather tlian from the facts of^a verified 
experience. A report recently published by the London County 
Council throws much light on the question and enables us to 
p,scertain with some degree of precision the^ extent and *the 
character of the problem of the necessitous child.' 

Special officers were appointed to investigate the home 
circumstances of the children who were receiving inca*L in twelve 
selected schools. These officers were chosen for their knowledge 
of the i)oor, and thc3 majority had been trained in one or other of 
the offices of the Charity Organisation Society ; one of those who 
directed the inquiry had for years been a secretary of a local 
committee of that association. The schools lay in different parts 
of London, and wore typical of the various kinds of poverty. 
Poverty in * a wealthy district, in a lower middle-class 
district, in a poor district, in a very poor district, and 
in a criminal district arc the divisions into which 

the schools are placed. The investigation was of the 
most exhaustive cliaracter. “ Teachers, attendance ofificers, 
relieving officers, and clerks to distress committees ” were 
interviewed. “Then the evidence was taken of the church and 
chapel workers, IjotuIoii City Missionaries, settlcurient workers, 
charitj!" oiganisation committees, nursing associations, Bible- 
womcii, and police. In some cases the large employers of labour 
in the district, landlords, and shopkeepers (including the pawn- 
broker) were also consulted.” It is not possible to reach exact 
knowledge concerning the condition of the poor, but we may 
fairly say that this rejxwt furnishes as satisfactory an approxima- 
tion to this ideal as can be obtained. 

The conclusions fall into two classes. There is first the 
question of the number of necessitous children. The word 
“necessitous” signifies, ns defined by the Act, children unable 
through lack of food to profit fully by the instiniction given*. 
The iriethod of selcjcting children in most of the schools was 
found to be very unsatisfactory. A boy might be fed in the boys* 
department of the school, while his sister in the girls*, depart- 
ment w^as left to go hungry ; further, there was little investiga- 
tion of the cases, and many received meals who did not require 
them. The following are the principal figures : — 2,581 children 
were receiving meals the twelve schools ; if to this number be 
added the number of omitted brothers and sisters, who should 
certainly have received the same treatment as the other members 
of the family, we reach a figure of 3,331 as representing the 
number of children included in the inquiry. Of these the report 
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classes 2/)30 as necessitous— a number not differing very much 
from the humb(‘-r acinally being fed. 'fho errors in selection 
tjhus opia}>ensate one another; and, while there were children 
fed^who dW not peed meals, there was a corresponding number 
of children who,* though necessitous, xvere allowed to go hungry. 

If, 'therefore, we regard the conditions in these schools as 
typical, now possible to calculate the number of necessitous 
childr(?n in London. We may, as the n^pori sliows, assume that 
the number beiug fed at any moment is ai^proximately accuralc^ 
as regards the totals, though incorrect as regards the individuals 
included. The London County Council receives weekly returns 
from the sch<jo]s giving the number of children classed as neces- 
sitous. During last winter the highest figure reached was 
approximat(ify 50,000. Fifty thousand, tlicrefore, rt‘})n‘s(uUs the 
maximum number oi lu^cessitous childnm reachc‘d in London in 
any one week ; in other words, 7 per cent, of the children attend- 
ing the elementary schools. In using this figure as a working 
hypothesis two consideJ*ations must bt' bonu^ in mind. First, last 
winter was in London a normal wintcT, not marked by any un- 
usual amount of distress or uiKuiiploynuMit. S(K*oii(]ly, it must be 
remembered that in no case were the circumstances of all the 
children in the school examined, the inquiry w*as con/mcxl, 
with one trilling exception, to the fannli(5s of those children 
actually in receipt of meals. There can be no doubt that, since 
the methods of selection were proved to be faultj, a full investiga-* 
tion would hav(3 disclosed many more necessitous children, but 
how many it is impossible to say. It is unfortunate that tlui 
inquiry was of this restricted character*. Ihit, at least, we 
cannot bo accused of exaggeration if wo assert that, iiTa normal 
winter, the maximum of necessitous children in jiny one week 
will not be less than 7 per cent, of the children in the schools. 

♦ But the report docs much*more than determine the number of 
necessitous children ; it attempts to classify the causes w^hich 
Tiavc led to the children requiring meals. The families afe 
divided into seven classes. Class I. “is composed of families 
whose normal condition is one of independence ,'*but who, owing 
to illness iu the home or to some misadventure other than lack 
of work, are for a short while placed in uncomfortable circum- 
skinces’* ; 3*9 per cent, of the families belong here. 

Class 11. includes the genuinely xmcmployed ; 6*7 per cent, 
of the families are placed in this division. This class is distin- 
guished from Class III., which consists of the casual labdurer or 
the under-employed; 19*0 per cent, of the families are so 
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described. The investigators were well advised in trying to make 
this distinction, though it is a distinction not easy to carry out in 
actual practice, and too much stress must, not be laid pn the 
pxact figures. , ^ 

To Class IV., which includes the intemperate and wasteful 
parents, no less than 441 per cent, of the families belong. “In 
practically all these cases' one or both of the parents are 
drunkards.” In this division the moral and not the economic 
factor decides the class of the family. Many of this class would 
find a place in Classes 11. and 111., but apparently, though the 
report is not clear on this point, if there is a history of drink the 
family is thrown into Class IV., irresp(3ctive of the ^nature of the 
parent’s employment. 

Class V.,*50 per cent, of the whole, contains the' widows, the 
deserted wives, and the families where the chief wage-earner is 
in prison. 

The children of families in one or other of these five classes 
are all regarded as necessitous with the exception of a few cases 
with incomes above the poverty line defined below. It is not, 
of course, asserted that the children of all intemperate parents 
require meals ; but it is assumed that all children who, in the 
opinion of care committees or teachers appear to need food, 
should be fed when there is evidence of drink in the home. 

In Class VI. we reach the families where the wage-earner is 
in -regular work, or where parish relief is given. To determine 
the necessity of the family it is necessary to set up some 
standard of poverty. The incomes of all families are expressed 
in terms of a family consisting of two adults and four children. 
To make the necessary calculations an adult is regarded as anyone 
over school age (fourteen), the requirements of a child as three- 
quarters of the requirements of an adult, an infant under school 
age (three) as equivalent to half an adult. The income, after 
the deduction of rent, insurance, and travelling expenses, is then 
reduced or increased accordingly. If the income so arrived at ' 
is loss than fifteen shillings a week the family is termed neces- 
sitous. This poverty standard is simpler than that adopted by 
Mr. Bowntree, but does not differ from it very materially ; 16*9 
per cent, of the families are placed in Class VI. It should be 
mentioned here that in nearly half of all the cases the investi- 
gators were unable to determine the income of the family. 

Class VII. includes the families where the parents themselves 
confessed that meals were not required; 4*8 per cent, of the 
farnilies belong here. 
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. The repoi-t cjontains much other valuable information which 
space will* not allow of discussion. Ovey-crowding, cleanliness 
of the Jbome, occupations of the iiarents, arc subjects wHich have 
received c&roful .examination ; the results are summarised iix 
elabprate tables/ As an investigation into the problem of the 
neccssIlH^ns child, the report is unique of its kind, and merits a 
more ca^f^l study than is usually given to municipal 
publications. 

E. A. Bray 


The Report of the Central Unemployed Body for London, 

0 

The Eepoii; of the Central Unemployed Body for London upon 
its work froiTi May, 1906, to June 30th, 1907, contains a good 
deal of valuable information as to the classes of unemployed 
workmen who apply for relief in the metropolis, and some 
material for cstimathig the efficacy of the machinery created by 
the Unemployed Workmen Act of 1905. The main facts of the 
Central Body’s activity during the period under review are as 
follows : — 

(1) The total num))cr of persons who registered their 
names was 27,570, of whom 1,115 were women, and 2,6,155 
were men, as against a total of 36,188 registering in 1905-6 
tp. 92). The figures from Battersea, which made no returns, 
are not included in these totals. 

(2) The Central Body oircred work “to over 1,500 unemployed 
applicants” (j>. 21), 

(3) The work offered consisted (a) of that organised in London 
and the nciighbouihood by the Works Committee, and was “prin- 
cipally general groundwork, levelling, rcturfing, cleaning out 
{3onds and riverbeds” (p. 31). The rate of wages paid was Gd. 
an, hour. The hours were 42^ per week. The total cost of these 
works appears to have been between £18,000 and £19,000, a 

- proportion of which was repaid to the G.U.B. by the Londoil 
County* Council and by H.M. Office of Works (p. 111). 

(b) Of*that organised by the Working Colonies Committee, 
w'hich established “colonies” at Hollesley Bay, Eea Island, 
Garden City, and Fambridge. The men wore employed con- 
tinuously for successive periods of a month, rgturning to London 
at the end of each month for two days to visit their families 
'and look for work. They received board and lodging at the 
colonies, and allowances of 6d. a week, which allowances,* based 
on the size of the family, but in no case exceeding 175. Gd,, were 
their families in London. Hollesley was intended 
No. 72.— VOL. XVIII, •x X 
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to be “a training colony,” i.e., a permanent institution* through 
which successive rclayat of colonists passed with the hope of pre- 
paring them for agricultural work in England or in the Colonics. 
The other three colonies wore temix)rary settlements^ forme4 to 
execute particular pieces of work (p. 32). 

(4) It emigrated 5,415 persons at a cost (for emigration and 
transference to other places in England) of i638,6J3 ^(pp. 127-8). 

(5) It opened twenty-five Labour Exchanges. The number 
of persons registered by these was 74,238. The number of 
persons for whom work was found was 12,529. These figures do 
not, however, represent the real significance of the exchanges, 
as only eight were open in August, 1906, and the full twenty-five 
were not established till January, 1907. 

(6) It spent in all £194,441 195. 6d., of which sum £69,281 
came from the rates, £50,899 from the Exchequer, £40,046 from 
voluntary contributions, and £31,213 from loans. 

What is of permanent value in the large activities thus in- 
dicated? Three salient facts scjcm to emerge. The first is that 
little permanent good is efiected by the relief works which were 
opened. It is possible that when (if over) casual employment 
is reduced to a minimum and when (if ever) compulsory deten- 
tion Colonies are established for the confirmed vagrant and idler, 
relief works may be of use in tiding over a period of annual 
distress men who are generally in regular work. But at present 
’ distress committees are swamjXKl with applications from persons 
who are always on the verge of distress, and wlio cannot be 
helped by temporary relief works, because they havti no per- 
manent employment to wliich to return when relief is over. 
Discrimination is so difficult as to be almost imjx)8sible. Thus 
Poplar reports : “Owing to the large number of casual workers 
who made application for relief work or emigration, it was im- 
possible to carry out to the letter tlie instructions C.B., October 
19th, 1906” (an instruction as to strict classification). The 
following tabic (p. 18) is suggestive 

Total ai)j)licarits to 22 committees, 1905-6 31,534 

Reapplied to same committee, 1906-7 ... 7,160 

Being ... 22*7 per cent. 

Applicants assisted, 1905-6 6,392 

^ Reapplied to same committee, 190(>-7 ... 2,720 

Being ... 42*6 per cent. 

Secondly, general labourers form the majority of applicants, 
arid their distress represents a permanent over-supply in London 
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of that -class of labour. Out of 3,501 men, 2,269 are classified 
as “Locomotion, Trans 2 )ort and Genial Labour” (p. 27). 
Thirdly, and as a corollary of this fact, what seems to be needed 
isj^a) an extension of the system of Labour Exchanges, to giv.e 
place-mobility (b) the prevention by compulsory continuation 
schpol&sof the manufacture of unemployable youths ; such schools 
would adaptability and steadiness of character, and would 
cut oft the stream of unqualified lads who at present pour into the 
already overstocked unskilled Labour Market. It should be noted 
that 67*7 2)er cent, of the applicants were under forty-four, i.c., 
in the prime of life, while 40*7 2 )cr cent, were under«thirty-four, 
i.e^j young men. Until the causes of chroyiic distress arc handled, 
the relief of occasional and iniermiticnt distress is almost im- 
IX)ssible. 

E. H. Tawney 


Report of the Committee on Indian Railway Finance and Ad- 
ministration, 4111.) 

In May, 1907, the Sc'cretary of State for India appointed a 
Departmental Committee to inquire and rejiort : — “ (1) Whether 
the amounts allotted in recent years for railw^ay constmetion and 
equipment in India are sufficient for the needs of the cfountry 
and for the development of its trade ; and if not, then : (2) What 
additional amounts may properly and advantageously bo raised 
for this jiurpose ; (3) Within wdiat limits of time and by 
what methods they should be raised ; (4) Towards what objects 
they should be aj^plied ; and (5) Whether the system under 
wdiich the I\ailway Board now works is satisfactory, or*is capable 
of improvement; and to make recommendations.*' 

The history of railway development in India has been as 
follows : — From 1850 to 1870 construction was undertaken by 
companies under guarantees from Government; from 1870 to 
^1880 the Government resorted to construction by direct State 
agency ; from 1880 to the present day both of these methods have 
been employed, but the guarantees given to companies have been 
of a less generous character. Eoughly speaking, Tndia now pos- 
sesses 30,000 miles of railway, representing a capital expenditure 
of £300,000,000. The net earnings represent a return of 5 per 
cent, on the capital. Of the 30,000 miles of railway the Govern- 
ment of India is financially responsible for about four-fifths. 
During the last few years, owing to the activity of tr^ide, the 
equipment of the lines has been unequal to the requirements of 
the traffic. Hence the present inquiry. 


X X 2 
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In reply to question (2), the Committee reply that* “for a 
good many years to con^ie the anionnt that might with advantage 
be spent on railways in India will exceed the funds that will on 
the average be available.” The available funds. are estimated^ at 
12J millions per annum. 

Four methods of raising money in England are consi^^ed 
(1) Direct Government borrowing, (a) By the issi^^f India 
stock, (b) By the issue of special railway stock secured 6n the 
railway receipts. (2) The issue of short-term debenture bonds 
by companies with the guarantee of Government.- (3) The issue 
of debenture stock by companies, also guaranteed by Government, 
but only redeemable after a long period and at the pption of the 
borrow'er. (4) The issue of share capital by companies, with a 
Government guarantee of interest and a share in surplus profits. 
The Committee decide in favour of methods 1 (a), 3, and 4, ac- 
cording to the circumstances of each particular case, and they 
estimate that by these means it will be possible to borrow in 
London for railway purposes an average amount of £7,500,000 
year, which, together with £5,000,000 a year to be provided in 
India, will in ordinary years enable the Government to spend 
£12,500,000 on fresh railway construction and improvement. 

The Government of India, as a gimeral rule, does not work 
its own railways, but this rule has been disregarded in the case 
of three large railways aggn^gating about 6,000 miles. With 
regard to these the Committee sugge^st that ‘ * the development of 
the Indian railway system would be expedited if arrangements 
were made that some lines now dependent on Government capital 
should in future supply their capital requirements without Govern- 
ment intervention or assistance,” and they propose the following 
outline of a scheme to that end : — “ (1) That the net earnings 
of a railway owned by the Government shall be capitalised at, 
say, 25 years’ purchase, (2) That ’the amount thus arrived at 
shall be treated as Government capital in the undertaking. 
(3) That a company shall then be formed to work the line, and' 
that this company shall raise additional capital on the, security 
of the railway alone, without any guarantee from the Govern- 
ment. (4) That the net earnings of the line after the formation 
of the company shall be divided betw^een the Government and 
the company in proportion to the capital of each.” The replies 
to questions (4) and (5) are of merely departmental interest. 

The Government of India has been frequently blamed for its 
failure to encourage private enterprise. With regard to this the 
Committee make an illuminating remark “ In some instances 
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the ground of complaint has been that the Government has 
insisted on restricting the extent to whioih the subscribed capital 
may Be used to defray the expenses of promotion.” 

win paragraph* 25 of the report it is suggested that the Indiaiii 
FiiiaQce Minister should endeavour to budget for a larger annual 
surplus’- than has formerly been the, custom, this surplus to be 
usc'd for railway construction. This suggestion, wc think, is 
much to be deprecated. The task of guarding the inheritance 
may be a duty requiring cncoaragemcnt in ICngland, where the 
taxpayer is an "economic man,” but in India, as in Kgypt, it 
is a moral luxury in which the financial authoritic-.s have already 
freely indulged. D. A. Barker 


The amended Sugar Convention. 

The Brussels Sugar Convention, materially amc-nded, narrowed 
in scope and robbed of some of its significance, is to be maintained 
in force for a further period of five years, dating from September 
1st, 1908. 

The leading features— indeed the pivot— of the Convention of 
1902 were (1) the renunciation of bounties by the contracting 
j)artics (Art. 1), and (2) the determination to ))enalisc or prohibit 
the importation of bountied sugar from non-contraeding Statc§ 
(Art. 1). Now we find annexed to the original document' an 
Additional Act, dated August 28th, 1907, releasing Great Britain 
from the obligation contain<'d in Article 4, together with a 
Protocol, dated December 19th. 1907, admitting Bussk to mem- 
bership of the Sugar Union, while permitting her to “retain her 
present fiscal and customs legislation.” Thus, two important 
provisions are rescinded or rplaxcd in favour of individual States, 
and for Great Britain, at least, the*. Convention assumes a totally 
^ different aspect. The new situation is interesting enough to call 
for some remark. 

In the first place, a word may be said onkhe constitutional 
issue. For all practical purposes. Great Britain has entered 
upon a fresh international agreement, and it has been acutely 
debated whether the action of the Executive, in ratifying the 
amended Conventiqjf without first obtaining parliamentary sanc- 
tion, was in strict accordance with constitutional practice. Ttfo 
Government, advised by the Law Officers of the Crown,. adopted 
the attitude that it is not customary to go to Parliament in the 
exercise of the treaty -making prerogatives of the Crown unl^s, 
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as was the case with the Brussels Convention of 1902, it is neces- 
sary to equip the Exeautive for carrying the provisions of the 
treaty into effect.” The argument appears perfectly valid.* The 
first Sugar Convention was laid before Parliament because it was 
necessary to sot up machinery for excluding bountied sugar at 
our ports. Under the new Convention the prohibition iS with- 
drawn and no executive action is required. 

The case for unconditional withdi-awal — based on the con- 
tention that the Convention w^as dictated l)y foreign Powers in 
a 8i)irit contrary to British policy and hostile to ’British interests 
— was urged at length. This is not the place to discuss the politi- 
cal considerations involved, but it is plain that the situation 
required delicate handling. For many years we avowed and acted 
on the desire to assist the international movement for suppress- 
ing the bounties, and finally became a party to the instrument 
devised for that purpose. If then, abruptly and without good 
cause, we had withdrawn from our engagements, our good faith 
would have been called in question and, by our action, a vexing 
fiscal controversy would have been re-opened. The German dele- 
gate to the Permanent Commission at Brussels declared that, in 
the event of the retirement of Great Britain, tlie former surtax 
would ‘be revived, and with it the cartel and bounty system built 
upon it. (C^. 3877, p. 1.) An irreiconcilable attitude on our part 
would, undoubtedly, have led to a serious rupture in our iutcr- 
hafional relations, and, incidentally, have again exposed our sugar 
exports to prohibitive foreign tariffs. 

Fortunately, the difficulty was smoothed over by the conces- 
sion of thq very point which so long barred the way to agreement. 
The incident is an ironical comment on the interminable discus- 
sions of the bounty period prolonged at such enormous expense 
to the beet-sugar industry. Apparently, the Phiropcan countries 
are waking up to a sense of the importance of the home market, 
which is expanding rapidly under more natural conditions, includ-^ 
ing relief from an intolerable weight of taxation. 

The penal clq^use w^as objected to on the ground that Great 
Britain could not remain a party to a bargain which enabled the 
sugar-producing countries artificially to restrict the supplies and, 
therefore, enhance the price of an important food and raw material 
of industry. We think that the argument has been pressed too 
ffir, and that the figures adduced in support have not been sub- 
stantiated.^ The Sauerbeck Index Numbers for “forty-five 
articles” and sugar respectively, for the ten years 1898-1907, and 
the^ corresponding prices of 88 per cent, beet sugar f.o.b. Ham- 
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burg, based on the quotations in Czarnikow’s weekly circular, are 
shown below : — 

* 

Index number. 


• ^oar. 

Forty-fivo 

articles. 

Sugar. 

Prioo of 
88% boot, 
s. d. 

1898 

64 

40 

9 5 

1899 

68 . 

44 

10 1 

*1900 • 

75 

46 

10 4 

1901 

70 

38 

8 6 

1902 "... 

09 

30 

6 8 

Quinquennial avorago ... 

69-2 

39-6 

9 0 

1903 

69 

36 

#83 

1904 

70 

44 

10 0 

1905 J, 

72 

47 

11 4 

1906 

77 

36 

8 8 

1907 ^ .r 

80 

39 

. 9 6 

Quinquennial avorago ... 

73-6 

40-4 

9 6 


We draw the following simple deductions : — 

(1) That the mean price of sugar for the last five years is 
scarcely higher than during the five years prior to the Convention. 

(2) That the fluctuations round the mean price have been less 
extensive under the Convention than under the bounty regime, 

* (3) That the appreciation of prices generally in the last ten 

years is much more marked than in the case of sugar, which 
shows only a slight upward tendency. In the face of this evi- 
dence we hesitate to reckon “consumers' loss,’' under the influ- 
ence of the Brussels Convention, by “millions.” 

But while it is easy to exaggerate the results of excluding 
bounty-fed sugar from our markets, there is little doubt that the 
])rinciple uiuh'rlyijig the penal clause might be extended quite 
logically so as to provide a sanction for a comprehensive scheme 
of countervailing or retaliatory duties ; and criticism — on the Free 
• Trade side — Avould rest on kafer ground if this point were empha- 
sised. British sugar refiners have made no secret of their desire 
to see the penal clause — not struck out but —strengthened* in 
order to permit of the levying of surtaxes on all foreign refined 
sugar, sufficient to neutralise the advantages alleged to be enjoyed 
by their competitors. 

The acceptance of the penal clause by Great Britain was, in 
•fact, a serious innovation of i>olicy. In Jiis speech at the last 
Colonial C’onference Mr. Asquith expressed the idea thus 

“By seeking to introduce this element of a penal directed 

against foreign produce . . . fbn are introducing something into 
the system which is absolutely alien to it, which cannot be recon- 
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cil^d with it, and which will sooner or later develop an antagonism 
which must lead either to the exclusion of the new element or 
the complete abrogation of the old system.” 

. For good or evil, then, the penal clause has become inoperative 
as far as British obligations are concerned. In pursuance thereof, 
the Orders in Council, prohibiting the importation 6i sugar from 
Denmark, Eussia, the Argentine, and Spain, have been revoked ; 
the countervailing duties on Kussian sugar imported into India 
have been withdrawn ; and the retaliatory Eussian surtax on 
Indian and Ceylon teas has been repealed. 

The chief remaining disability is the guarantee — wrung from 
Lord Lansdowne as an equivalent for the reduction cf the foreign 
surtax at the very last hour of the 1902 negotiations— that Great 
Britain will grant no preference to Colonial sugars during the 
term of the Convention. We may infer that Europe looks with 
jealous eyes on our Imperial schemes, and attaches more weight 
to such an assurance as the. above than to the question of Eussian 
exports. 

Some other details of this “working arrangement are harass- 
ing in a greater or less degree. For instance, we must continue 
to refine in bond ; but the cessation of bounties is in the interests 
of British refiners who, in the past, have loyally accepted the 
recommendations of experts that the only real safeguard against 
bounties is the adoption of Excise supervision. Again, certifi- 
cates of origin arc required to enable re-exported sugar — but not 
sugared products — to obtain the benefit of the minimum customs 
duties on importation into any of the contracting States ; but there 
is no compulsion in the matter : it is for the trader to decide 
whether the advantage offered is worth the expenditure of the 
additional trouble. 

The case of Eussia presents some little complication. In con- 
sideration of the special terms of her admission to the Convention, 
and with a view to allaying apprehension on the part of neigh- 
bouring States, she undertakes to limit her European export 
<that to Finland bejing excepted) to a maximum figure of 1,000,000 
tons, inclusive of accumulated stocks, for the six years beginning 
with September 1st, 1907. Of this quantity a maximum contin- 
gent of 300 ,000* tons, free of excise duty, is available for export 
during the sugar year*, September, 1908, to August, 1909, and* 
200,000 tons for any subsequent year. The British Government 
withheld a^nt from this stipulation ; and the interesting ques- 
tion arises — how far is the restriction likely to curtail supplies of 
Eussian sugar for the English market? 
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The - Board of Trade, after careful inquiry, estimate the 
average importation of Eussian sugar injo the United Kingdom 
for the ten years prior to the "prohibition” at 40,000 tons per 
anpum. It is evident, therefore, that Eussian sugar production 
will have to attain greatly increased proportions to allow of an 
export of 260,000 tons; and, as practically the whole of the 
Eussian surplus is available for the United Kingdom , British sugar 
users* have every reason to be satisfied with the outlook. Th<f* 
prospect of receiving immediately 300,000 tons after five years’ 
denial of this valuable source of supply is, in itself, very welcome. 

The Additional Act is an admitted triumph for British diplo- 
macy, achieved with scarcely any friction and no loss of prestige. 
We have caused to be eliminated the most objectionable feature 
of the Convention, and have not been called upon to make any 
corresponding sacrifice. The spirit and aims of the Convention 
are unimpaired : the Continental sugar indu 8 ti 7 remains free from 
the toils of the bounty system. As for Eussia, her system, in 
.the past, did not give undue encouragement to export, and only 
by straining a technical formula could a bounty l)o predicated 
for such sugar as she did export. Eussia was entitled, equally 
with France, Italy, Spain, and Sweden, to some consideration to 
suit the special circumstances of her case. Finally, wsth the 
remedying of the home consumers’ grievance, the interests which 
w'cre affected prejudicially by the bounties are welcome to claim 
any benefits which may have followed the overthrow of a pernicious 
fiscal system. 

E. Cozens Cooke 


Board of Trade Index-Numbers of Real Wages. 

In the Economic Journaij for September there is a note by 
Mr. J. M. Keynes on thd' procedure used for forming index- 
numbers of “real wages,” in the Board of Trade Eeport on 
•Working Class Eents and Prices in the United Kingdom. Mr. 
Keynes points out that, if some district other than London be 
taken as base, and the same weights (4:1) bo used for com- 
bining the index-numbers for prices and for rents, the resulting 
index-numbers for rents and prices, taken together, stand in 
different ratios to one another, and consequently the index- 
numbers for real wages do so also. Mr. Keynes concludes th^t 
the results obtained by the Board are “somewhat arb^jtn^,” and 
that “the same uniform weight should not have been given to 
ifmt in all districts without distinction.” 
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As I have been much interested by these Board of Trade 
Eeports, and the matter is of some importance, I should like to 
state that, in my opinion, Mr. Keynes’ conclusion is unfounded, 
and has arisen apparently from his omission to notiefe that the 
weights must depend on the district chosen as 'base, and must 
consequently be changed — generally speaking — if •the base is 
changed. The Board, it appears to me, suppose an individual 
’^to live in different towns purchasing a standard amoiint of 
certain foods and fuel, and renting a standard set of rooms. 
In the town or district chosen as base, the individual pays /o for 
food, &c., ;and a rent, ro, for his rooms. In some other town 
he pays /i, Ti, This gives for the latter town the index- 
numbers for food and rent (omitting, for simplicity, the usual 
multiplicatiori by 100) — 

(^) Pl0==^l/^0 (2)» 


It is desired now to obtain an index-number for the total ex- 
penditure on food and housing together, i.e.. 


T 


/o + 




(3) 


and it is required to express in terms of (^^oand 
Clearly wo have at once 


~ /o f\ ^ 

/o + ^o7o /o^- 

— ’ <^10 + ^o/ * Pm 


0 !li ) 

^ -^0 ^0 r 


w 


Ivh^re Wort Wof are the weights of food, &c., and of rent (or 
the proportions of expenditure on the standard food-budget and 
the standard rooms) in the district chosen as base ; the weights 
arc, therefore, the same for all towns referred to the same base 
and should not be varied as Mr. Keynes suggests. They must, 
however, bo alterc^d as may be necessary if the base is changed. 
If index-numbers are formed by equation (4), they will always 
stand in the same ratio to one another whatever the town taken 
as base, for we evidently have, reckoning index-numbers on a 
town k, 

^iijrok = Tjo 

In Mr. Keynes’ case he changes the base from London to 
Ireland. But in Ireland rents are very much below the London 
level, while prices are much the same as in the metropolis : the 
relative weights of food, &c., and of rent would therefore be ^ 
vpry different. If allowance be made for this difference the 
index-nurnl^ers stand sensibly in tlie same ratio as when London 
is employed as the base. 

The process actually used is slightly more complex than that 
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indicated, as the Board did not base the ront index- numbers on 
a standard set of roonis, but felt bound, apparently, to use a 
more iriaboiatc procedure, which should fake into account tenc> 
mej^ls of Ml sizes generally inliabited by tlic working classes. 
This ^alteration Undoubtedly gives rise to some difficulties. Bui 
these difficuHiies, though important, are of a minor character, 
and* involve no question of principl&. Mr. Keynes’ statement 
that the process used involves some “error . . . well known tev* 
theoretical statisticians,” and the somewhat severe strictures in 
the last paragraph of his note, arc (luite unjustif'uul. 

G. Udny Yule 

Mr. Yule has not quite apprehended, I think, the reason for 
which I held that the Board of Trade’s index-mlmbcr of real 
wages leads to an arbitrary rcisult. In his second paragraph, above, 
he refers to a standard quantity of certain foods and fuel, and to 
a corresponding standard sot of rooms. He then shows algebrai- 
•cally that command over food and house-room, combincul in the 
proportion of tliesc standards, can bo represented without incon- 
sistency by mc^ans of index-numbers, the weights varying accord- 
ing to the base we take, but fixed for all localities when once 
oilr base is determined. This reasoning is not relevant^ how- 
ever, to the point I was raising. The arbitrary clement enters 
in when wo decide lohai standard quantity of food corn^sponds 
to a given standard quantity of house-room. The arbitrariness 
is prior to Mr. lode’s algebra, and is concealed in his premises. 

If the standard is fixed for all districts with reference to what 
is actually tlu' standard in London, wn get one result ; and if we 
fix it wath reference to what is actually the stanifard in the 
Midlands or in Ireland, we get a different result. Which of these 
standards w^e clioosc is, from all points of view, wdiolly arbitrary. 

* The precise point at issite is best expressed algebraically. The 
ratio of the expenditure required in localities A and B to purchase 
a standard quantity of x plus a standard quantity of y (p’s bring 

prices ahdg’s quantities) is given by when the 

xj^b x^a r jfPh y^a 

standard quantities are taken as being those actually consumed in 
A; and when the standard quantities are those 

xPh xqh + yPh ygb 

actually consumed in B. It is only indifferent which of the 
standards we take: — (i) when xqa> y^a are approximately equarto 

y^b ; or (ii) supposing and differ appreciably^Iien these 

quantities are relatively small. As a matter of fact the ^’s are 
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likely to differ widely when the p’s differ widely. Sensible errors 
arise, therefore, when the weight a>(la is large and the difference 
between and ccPb considerable. This is the combinaftion of 
circumstances which arises in the case of rent * and leads to^^the 
error which I stated to be well known to theoretical statisticians. 
In such a case a practical compromise may be reached by using 

*Jhe fraction A. fraction corresponding to this 

xPb xqu + y2)b !,qb 

w^as adopted by Mr. Palgravc for liis series of index-numbers ; 
in the present case it may be regarded as yielding a useful 
proximate index of relative well-being. It requires, as is easily 
shown, a varying of the w^eights adopted for different towns, 
even when the base is fixed. Another plan, which is analytically 
the same as 'that adopted by Sir Eobert Giffen for export and 
import comparisons over a number of years, is to take a standard 
intermediate between those proi)cr to each of the objects of com- 
parison. 

In the present instance, if thei'e were no very great variations 
of rent, the amount of house-room occupied would be nearly the 
same, perhaps, in different places, and therefore approximately 
the same result would be reached whichever way our arbitrary 
decision went. But the tables at the and of the Board of Trade’s 
report (see especially Appendix II.) show that the demand is 
highly elastic, and that families live in larger houses in the 
provinces than in London. Consequently, Mr. Yule’s state- 
ment that if we take other districts as base and weight accord- 
ingly, “the index-numbers stand sensibly in the same ratio as 
when London is employed as the base” is not statistically correct. 
If assume that the weights (representing p)*oportionato 
expenditure, not quantity) accorded to rent and prices should 
be about 1 : 4 in London and 1 :5 in the Midlands, and then 
follow Mr. Yule’s rule, we find tha/f with London as base real 
wages there are 100 and in the Midlands also 100, and that with 
tho Midlands as base real wages there are 100 and in London 
about 97. Thus the percentage difference due to tlio arbitrary 
choice is 3, and*is sufficient to upset everything when the objects 
of comparison are so nearly alike. The assumption, that about 
one-fifth of income in London and one-sixth in the Midlands is 
spent on rent, is suggested by the Itoard of Tirade’s investiga- 
tions; but it is questionable whether the pro]>ortion in London 
should not be higher. 

Thesc*^emarks only serve to substantiate the well-known con- 
clusion , not overlooked by the Board of Trade in their comparison 
of j^ngland with Germany (Cd. 4032, pp. xliv.-xlv.), that thel*^iS“* 
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no completely satisfactory means of (x)m[paring real wages in dis- 
tricts between which a substantial difference exists in the normal 
distjiibiitiou of expeiidil.ur(\ It is a reasfcnablo deduction from 
the^Board’!5 investigations that the real wages of selected trades 
in njdustrial centres throughout England vary, on the average 
of these tradt^s, very slightly ; but in their table and their order 
of merit th^y are offering conclusions against which there is at 
least jfS much to be said as there is iji their favour. 

J. M. Keynes 


Wages and Cost of Living in Germany. The Board of^ Trade and 
Mr. Ellis Barker. 

fj 

It was tg bo expected that the Board of Trade’s report on 
Kents, Prices, and Wages in Germany would evoKe a storm of 
controversy. There were many preconceived ideas as to the rela- 
tive well-being of workmen in Germany and in England, and 
quite rightly the methods and results of any inquiry were bound 
•to be closely criticised. The statistical difficulties of measuring 
relative purchasing power, even when all the data are accurately 
known, are so great that it is never possible to obtain a result 
minutely accurate ; how could we compare the value of money 
to* a nation that lives on mutton, wheat, and tea, with th^ value 
to one that lives on beef, rye, and coft'ee? Even when this 
riK^asiiremcnt is made there are many other steps before well- 
()cing can be compared; habits of care and thrift, of making the' 
most of commodities that are cheap, of enjoying inexpensive 
pleasures, of persistent work, will go far to levelling up the 
comfort of the poorer of two classes to the standard obtained 
by the richer. It has long been known by all well-informed 
persons that the standard of life of the German town artisan 
was, at any rate, not far below that of his English equal, that 
the difference was less, for example, than that between the con- 
^ ditions in England in 1860 and 1907 ; the Board of Trade’s report 
*shows^ on their method of calculation, that real weekly wages'in 
English •towns were about 35 per cent, higher in 1905 than in 
Gorman towns; this difference, great as it appears at first sight, 
might easily escape the observation of a casual observer, not 
employing statistical tests, just as the improvement in England in 
tfhe last quarter of a century (which may be measured as about 30 
to 35 per cent.) might escape notice. 

Professor Marshall, whom no one could accuse of forming 
hasty or ill-informed judgments, in his recently ^^ublishcd 
memorandum (H. of C., 321, pp. 7, 8), estimated that in 1903 
♦iflihrks in Germany was the equivalent of is# in England, and 
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that money wages in the more progressive parts of Germany 
were lower (except possibly in the heavy iron industry) than in 
England; and he staters the opinion that “the real wages? of the 
German are increasing (1903) loss rapidly than thbse of ^the 
Englishman.” Mr. Ellis Barker ^ quotes statistics froQ)> the 
Report of the Chamber of Commerce at Hanover, showing that 
in the period 1895-1906 nominal wages rose 37 per cent., prices 
'22 per cent., and therefore real wages 12 per cent.^ an estimate 
not in any way inconsistent with Professor Marshall’s. Mr. 
Barker, who is known as the author of several publications which 
pur}X)rt to ^low the great prosperity of Germany, had formed the 
opinion that the Gorman workman was, on the whole, better off 
than the English, and was in consequence greatly perturbed by 
the Board of Trade’s publication. 

Before we examine his criticisms, let us say at once that he 
has a plausible case, which he has all but spoilt by the violence 
of his tirades and by his quite unfounded accusations of bias 
implicitly ma<ie against the Board of Tiade. His case is plausible^ 
and his arguments, to which he is endeavouring to give wide 
publicity,. are not unlikely ’to mislead careless readers; hence it 
is necessary to show that the inon?. accurate parts of his criticisms, 
oven i/ admitted, make extremely little difference to the results 
obtained by the Board of Trade. 

We may divide his arguments into three groups : those which 
make an a priori case for the greater prosperity of the German 
workman ; those which attack the Board of Trade’s methods ; 
and those which attack the statistics. 

General Arguments . — Work is more plentiful in Germany 
(p. 7) than in England, for the German population is increasing 
at 900,000 per annum, while there is little emigration and some 
temporary immigration ; from England there has been con- 
siderable emigration in recent years. But, we answer, wages and 
facility of obtaining work are only two out of very many causes 
which determine the flow of population ; and there is nothing 
to show that the efflux from the United Kingdom is of town 
workmen, coni^iihing as it does a large pro|X)rtion of Irish 
countrymen, who do not enter into this comparison. — Unemploy- 
ment is less in Germany (p. 7). The only proof offered is the 
comparison of the percentages of Trade Unionists out of work 
in the two countries. Every statistician knows that the figures 
a!^e in no sense comparable, ai;id the causes of this dissimilarity 
are suffic^htly shown in the 2nd Fiscal Blue Book (C*^. 2337), 

^ JSGonomic Problems cmd Boa/rd of Trade Methods. An Exj^sure, By J. EUis 
Barker, pp. 6, 7. 
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Mem. IIL. and in the present report, pp. 521-626. It is impos- 
sible with our present information to form a valid opinion on 
this qiftestion, and the circumstances ar4 changing month by 
mojith. — Some manufacturers are transferring work to England 
to totke advantage of the lower wages there (p. 6). Very few 
instances are given ; lower money wages may easily bo higher real 
wages, and.work may be more efficient ; the emigration of works is 
usually held Ho be a proof of infelicitous circumstances. 

On the whole, the a priori case amounts to very little, and 
in any case has little to do with the main line of attack. Let us 
grant, what we think no one is concerned to deny, tli^t Germany 
has in recent times enjoyed a fair measure of prosperity. 

The Board of Trade's Methods , — In the reports on the Cost 
of Living of the Working Classes in England (C^.* 3864) and in 
Germany (C^. 4032), the methods are explained in considerable 
detail ; the difficulties and the methods by which they have been 
attacked are shown, and all the details are arranged so that they 
..can be re-grouped by anyone who wishes to test the result of 
alternative computations. In brief, the methocl was to send 
investigators to the principal towns in the United Kingdom and 
Germany, and find on the spot what were the customary wages, 
the customary prices, and the customary allocation of expendi- 
ture. The date for both inquiries was 1905, but materials are 
given in the German Report for bringing prices and wages up to 
1908. The numerical comparison was then restricted to prices 
that could be given in terms of definite units, and to wages in 
occupations generally prevalent, namely, the building, engineer- 
ing, and printing trades and some municipal employments. The 
rules, thus followed, appear to be quite impartial, ^nd indeed 
the only possible ones. 

Mr. Barker objects that vegetables, fruit, tobacco, beer, 
•spirits, and railway fares ajPe excluded, and holds that this works 
unfavourably for the German. He would also include rates in 
English rent, it is unfortunate that no retail prices (per definite 
quantity) could be obtained for vegetables, though probably 
potatoes are the only ones for which comjfar\Ron is possible. 
Mr. Barker does not show that vegetables are cheaper in 
Germany, nor does he notice that many English labourers and 
.artisans grow them in their own gardens^ or allotments. It is 
the general and approved practice in Budget comparisons not to 
include tobacco and alcohol. Railway and tramway fares are alto- 
gether too variable and indefinite for inclusion. HSmtes were 
included, so should be all forms of taxation, including conscrip- 
J^im, a task so vast as to overwhelm the ii^quiry. Let us gfo^nt 
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that wc have not, and cannot have, all the data, but we cannot 
admit that tlie modification would be all on one side. Are German 
clothes as cheap as Eaglish for the same, quality? Can the 
German travel 200 miles to and from a football paatch ior 3s. ? 

* As regards methods generally, we must acknowledge in t^Tese 
and all similar statistical inquiries, the measurements possible 
are only part of what we wish to know. The results are only data 
^which help to the formation of reasoned opinions, and Mr. Barker 
would have done good service if he had emphasised, in a less 
controversial manner, the cautions which are to .be found in the 
Reix)rt itself, but which are likely to share the fate of such 
cautions wlien a writer or speaker anxious for a definite and 
striking result selects passages for quotation. 

The Statistical Data,— So far we have been dealing with 
matters of opinion ; we now come to the gravamen of the attack. 
Mr. Barker points out that the price of meat (beef, bacon, and 
pork) rose very considerably in Germany in the year 1905, and 
was specially high in October of that year, the month to which 
the statistics relate. The facts are nearly as shown in the follow- 
ing table, which is based partly on official German statistics 
studied at first hand, partly on Mr. Barker’s returns from the 
German Statistical Bureaus, and partly on the material in th<', 
Board 6f Trade Report itself. These various authorities are 
ix3rfectly consistent with each other ; the only difficulty is to know 
the relative importance of the original figures and special towns. 

Prices of. Beef ard Pork in Germane, and Sauerbeck’s Index-Number for 
Animal Food in England. Average for 1905 taken as 100. 






German ' 

Powns. 


Sauerbeck’s 








Index No. 



Beef. 



Pork. 

Meat, <&c.^ 

1901 




88 

83 to 91, 

'■* say 85 


98 

1902 




90 

88 to 94 

90 


101 

1903 




93 

82 to 93 

86 


98 

1904 




94 

77 to 91^ 86 


95 


fist quarter, 

95^1 


87 'j 


98 1 


19Q5 ’ 

1 2nd 
iSrd 

n 

91 

96 1 
1061 

■ 100 

94 1 

104 1 

100 

102 1 
101 

i- 100 


L4th 


106 J 


111 J 


99 J 

1 u 


October 

106 


110 



• 


fist quart^r^ 

1041 

i 

117 1 


102 1 


190G - 

|2nd 
i Srd 

tt 

It 

102' 

107, 

1 106 

107 1 

112 

112 

102 1 
102 1 

^ 102 


L4th 

It 

lllj 

1 

111 j 


301 J 



fist quarter, 

108 1 


102 1 


102 1 

I 

1907 

|2nd 

iSrd 

11 ' 

» 

1061 

;08j 

► 107 

90 1 

104 j 

101 

102 1 
102 j 

L 102 

f 

L4tb 

>> 

106 J 


101 J 


100 J 

1 

1908 

IrtjpSrter, 

106 


' 97 





, > Butter iB included in tho quarterly, but not in the annual, averages. 

^ It is not easy to decide within this range, for there is considerable variety from 
town |l> town, and wholesale prices appear not to have changed in pfoportionata 
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It is , perfectly true, as Mr. Barker shows and as is stated 
again and \igain in the ]3oard of Trade Beport, that meat prices 
rose rapidly in the period 190T-5, and ^at in October, 1905, 
they wore Jiigher than at any previous time. But Mr. Barker 
omits to point out that the price of beef remained at this height 
with slight oscillations throughout 1906 and 1907, while the price 
of pprk was higher in 190G than in October, 1905, and only fell 
10 per*cent. i^iTOOT. ]n England also prices in 1905 were a little 
higher than in 1903-4, and remained at their level in 1906-7. It^ 
thus appears that October, 1905, was in Germany a very fair 
representative of the two years July, 1905, to May, 1907, for 
beef, and of 1| years lor pork (which lias a smaller imjiortance 
in the Budgets), and in England for the three years 1905-7. 

Mr. Barker’s attack then only amounts to the statement 
that the years 1901-4 would have shown German prices in a 
more favourable relation than the years 1905-7 ; but German 
wages were also lower in the earlier period. In England neither 
jiriccs nor wages moved so much. There is thus nothing improper 
in the use of the sjiccial date October, 1905, and there was no 
bias intended or introduced. At the same time ample material 
Is given in the report for making measurements for Germany for 
earlier and for later dates. 

It is further to be noticed that even if a correction Had to 
be made for abnormally high prices it would not make the differ- 
ence that Mr. Barker implies. 

Cost of English Wokkman's Budoet (in fence). 

At Gorman prices. 

At English Average of years. 

prices. / ' — » s 

Oct., 1905. Oct., 1905. 1904. 1906. 1907. 


Beef 80 i 37 33 37 37 

Pork and Bacon 16 19^ 15^ 20 J 18 

Other commodities 138^ ^ 162 162 ^ 162 ^ 162 ^ 

Total 185 218| 2101 2191 217 

Index numbers 100 118 II4. 118 117 


Cost of German Workman’s Budget (in pence). 

At Germ&n prices. 


/ " ' 

At English Average of years, 

prices. / - 



Oct., 1905. 

Oot., 1905. 

1904. 

1906. 

1907. 

Beef 

14J 

m 

16 

18i 

184 

Pork and Bacon 

18^ 

231 

l5 

23| 


Other commodities .... 

... 107^ 

110^ 

llOJi 

1104 > 


Total 

.. 141i 

152 

144} 

162^4 160 

Index numbers . . . 

... 100 

108 

m 

108 

106 


1 Prices of other commodities supposed unchanged. 
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The only visible diflerence, when 1904 is substituted for 
October, 1905, is in the case of the German workmSbn making 
his purcJiases in EngV^ntl in 1904, when he Would save prac- 
tically nothing ; but his wages were lower in 1904 than in 1906. 

’ The effect of the other omission, pointed out both by Mr. 
Ellis Barker, and in the Economic Journal (S^t., p. 480), 
namely, that no allowance 4s made for the method of purchaj^ing 
meat without bone or fat, can be tested in a similar way. •If wo 
allow Id. a lb. for this, the Oct., 1905, number would be replaced 
by that given above for 1904. 

Thus the whole of Mr. Barker’s tempestuous criticism, 'even 
if we admitted its force, as to prices, would amount to the sub- 
stitution of one-scvenlh or one-sixth in the phrase criticised, “An 
English workjman migrating to Germany and maintaining, as far 
as ]X)ssible, his own standard of living, w^ould find the cost of 
rent, fuel, and food raised by onc-pfth.''' 

Space does not allow detailed examination of the other points 
raised ; some suggest valid cautions : others are unfounded ; 
others depend on extremely involved considerations. On the 
whole, the violence of the attack is quite unjustified, a very 
moderate and qualified case is made oui , while the difficulties and 
possible corrections discussed arc those that a careful reader of 
the ltC*por‘t would find sufficiently treated in the Beport itself. 

A. L. B. 


Cm Notes. 

We have received the following “City Notes” from 
“E. G.”:— 

The Money Market . — The condition of the money market 
remains generally what it was when we wrote three months ago, 
the rdgime of low rates continuing,*^ but with the bank rate at 
per cent, instead of the 2 per cent, which is usually to be 
expected after a time of commotion such as accompanied the*’“ 
American panic of last year. There has been an exception 'to the 
sluggishness of, the market towards the end of November, when 
it was found that, notwithstanding the abundance of money, gold 
had not been accumulating largely in the Bank, and it became 
expedient for the banks in London to make the usual arranger 
ments for showing good balances at the end of the month. It 
sfeems probable also that the shortness of money will continue to 
the endicrf ftie year owing to the usual requirements of the season 
aggravated by a general feeling of uneasiness as to the outlook 
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in the Near East which has sprung up during the last two months. 
The situation is one in which bankers are disposed to look well 
to th^ir cash balances, especially when# they are rather under, 
than above, the, mark. It appears unfortunate that the great 
eaS^e of the spring and summer has not been generally availed 
of by English bankers, and especially by the Bank of Phigland, 
to .place themselves in a stronger position generally. Probably 
it waJS thought that the conditions of ease were lasting, and there 
would bo time to accumulate larger reserves before another period 
of general liquidation like that of 1907 came round. But, as it 
is, the gold which has been coming to Europe in 1908, mainly 
to London, has not been retained in London, and the banking 
systems whfbh have gained are those of New York, Berlin, and 
Paris, and •not London. Hence the incipient trouble at the 
present time, which makes the market an easy pn^y to political 
and other fears. 

Where the Gold has Gone . — The remissnoss shown in England 
as regards the accumulation of gold reserves during the present 
year is w^cll shown by a comparison of the accumulations in New 
York, Berlin, Paris, and London respectively during the twelve 
months ending about November 25th last. 

• 

Gold Keskhves of New York IUnks, Bank of France, Bank of Germany, 
AND Bank of Enoland at 23ri) — 26Tir Nov., 1908, and Oorrespondinq 
Dates in 1907. 

Increase 

1908. 1907. 1908. 

millions. millions. millions. 


Now York Banks £61 £34 £27 

Bank of France 136 108 27 

Bank of Germany 57 37 • 20 

Bank of England 35*6 32-2 3-4 


Thus out of an increase of nearly 80 millions altogether in the 
•gold reserves of the principal banking cimtres of the world, 
London contributes between three and four millions only ! No 
doubt there is great elasticity in the London money market, ;a.nd 
meashres can be quickly taken at need to bring the reserves up 
to a sufficient level ; but a great opportunity "hag evidently been 
lost for steadying the market permanently, just after a capital 
experience of the dangers of too small a reserve. 

♦ 

Consols . — The condition of the money market is reflected, of 
course, in Consols, which continue dull, although with really 
cheap money and slack trade a turn upwards in CCnurts might 
have been looked for. That a turn for the better does not come 

Y T 2 
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may be partly explained by the persistent doubts as to whether 
money can remain steadily cheap without a stronger reserve 
than is now possessed bjr the Bank of England, No doubtij there 
are other reasons for the weakness, such as the effect of ttireatened 
issues of Irish Land stock, the decline of revenue, and the poli- 
tical uneasiness in the Near East. But a steadily cheap money 
market would have overcomd so far other adverse influences, and 
t|iat the market is not steadily cheaper is certainly tc be asefi^ibed 
to the failure to accumulate gold when there was so much of it 
about as there was last spring and summer. 

The Decline in Trade. — The falling off in imports, and exports 
has continued in the saine degree, since wc last wrote, as it was 
manifested in "the earlier months of the year. It may be con- 
venient to note pour rnemoire the figures for the ten months of 
the year ending October, as they show that the remarkable 
increase', of 1907 has been entirely, or in some cases more than 
entirely, lost. The folloAving are the figures : — 

Imports and Exports (trn months rndinci October, 1908). 

Decrease. 

1908. 1907. Amount in 

, millions. millions, millions. Per cent.' 

Imports £487 £533 £46 9*4 

Exports of British and Irish 

produce 319 368 39 12*2 

. Exports of Foreign and Col* 

oiiial morchaudific 61*8 79 3 14-3 22*1 

• ^ Porcentagos calculated on the reduced total. 

Of course, a large part of this diminution is accounted for by a 
fall of prieds, there being no corresponding change in the quanti- 
ties of trade ; but with all allowances the change is significant 
of duliiess, and coiTcsponds with the striking fall in the revenue 
and the trade union figures of imemployrnent. The fluctuation 
is in accordance with what was to be (‘xpected after the boom 
of 1907, and ought not to be exaggerated, as such fluctuations 
have been quite periodical for generations ; but they arc unpleas- 
ant incidents of the modern economic system, for which the only 
cure undoubtedly would be more thrift among all classes when 
times are good. 

War Apprehensions . — There has been so strong a war scare 
in*connection with events in the Near East, that the City, though 
optimisticT beginning to realise what a huge economic disaster 
the outbreak of a great Eluropean w^ar would be, quite apart from 
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the question of who would be the victor or victors in such a 
war. The great excitement in Vienna, which is nearest the 
scene* of the probable* beginning of hoftilities, is only a faint 
shadow after alKof what the excitement would be in Berlin, Paris, 
St* Petersburg, and London, not to speak of other ICuropean 
cities, if anything like a general war on the scale of the Napo- 
leonic campaigns a hundred years ago should break out. Unfor- 
tunately suoli a catastrophe appears to be quiki on the c^ards, ayd 
this country co\ild not keep outside the fray. 

H G. 


• Current Topics. 

• 

The dispute in the cotton trade has fortunately l)C(m settled, 
and this time witliont the intervention of the Boai'd of Trade or 
any of its officials. The Lord Mayor of Mane]iest(‘r liad tri(Hl to 
mediate in the early days of the trouble, but his sc'iviecs wcTe, 
declined by the (employers. Finally, informal conciliation by the 
then Mayor of Salford (Alderman I'Yankenburg), who was asso- 
ciated throughout the j>roce(ulings and at tluar initiation with 
the Mayor of Darw’en (Mr. Pickup Holden), himself a spinner, 
led to the acceptance of a compromise by both ])artics. 

The dispute presents many kaifures of interest.. The 
employers demanded a reduction of the usual 5 per r*(mt. in the 
wages of spinners and card- and blowing-room o(>(3ratives on* the 
ground that trade was bad. Many thought tludr act ion, precipi- 
tate in view of the womku’fully good tra<l(' whicli laid been 
enjoyed for the previous tlireo years, but it must b(‘ n^iR'inbered 
that the beginning of the depression was by far the best time 
for a strike from the point of view of the emjdoyers, and that 
delay on their part in taking action would have been bad tactics. 
They, the employers, were"* perkxrlly nia<ly to defer the reduction 
till January, but they wore not prepared to defer the definite 
settlement of the question whethin* then* should be a n^fluc- 
tion or*not. On the other hand, the operatives were anxious to 
hang up the wffiole matter till the New when their strategic 

liosition might have been stronger. They ofterc;d to take a reduc- 
tion in January if the state of trade ihen icarrantrd a reduction, 
but these terms were refused by thc^ employers. No doubt, had 
they been accepted, disagreement would have arisen in January as 
lo the state of trade in its bearing on wages. Noho^ thought of 
a suitable index wffiich would have determined the point automatic- 
ally in January, and it is not known whether employers would 
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have surrendered the certainty of a reduction in wages when they 
felt pretty sure of their ability to secure one by pressing their 
demands at once. 

Finally, the employers presented an ultimatum, which fhe 
spinners accepted at the eleventh hour, and the card and blowing- 
room operatives rejected. Technically, therefore, it appeared': as 
if the card- and blowing-room operatives were strikiv.g while the 
spinners were locked out ; but in view of the working agreements 
between the spinners’ union and the union of the card- and 
blowing-room operatives, it was not perfectly clear what exactly 
the position of the spinners was. A good deal turned npoi? the 
, exact position of the spinners becauRc the spinners, as well as the 
card- and blowing-room operatives, were members of *che Federa- 
tion of Trade Unions, and this federation was under obligations 
in a dispute of tliis kind to pay 5s. a week to mc^inbers on strike 
but not to members locked out. The payment of the 5s. a week 
to spinners by the Federation was resisted by the card- and 
blowing-room operatives, no doubt with the object of bringing 
the spinners into line. Heated discussion led ultimately to the 
spinners receiving the 5s. a week and the officials of the 
Federation assuming a share in the management of the dispute. 
Hopes of a settlement through the introduction of this third body 
representative of labour, which, as not directly afTocted, was 
expected to take a less partial view, were, however, disappointed. 
Eventually the officials of the Federation witlidrcw, and the 
dispute was allowed to take its course. The terms finally accepted 
on November 6th, after the spinners had been allowed to cancel 
their agreeilient with the employers, were those laid dowm in the 
employers’ ultimatum, except that the reduction w^as deferred for 
another two months. 


Thus the operatives are now under agreement to 
acc(^>t a reduction of 5 |Kir cent, in wages on the first pay day next 
March. The situation will be peculiar if the iinprovcmeflt in 
trade begins next spring, but anticipatory and * retro- 
spective reductions can hardly be avoided when opera- 
tives tend to win on strikes in some states of trade and employers 
in others. No doubt twelve months after next March, which will 
be the earliest admissible date under the Brooklands agreement, 
the operatives will demand their 5 per cent, back again and try to 
enforce it ifHrade is at all favourable. With an agreement in 
operation like the Brooklands agreement, which fixes 5 per cent, 
as the limit of wage advance or reduction at any one time Mxi 
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twelve months as the time limit between alterations in wages, 
and in view of trade fluctuations, the dating of wages disputes 
becomes a matter requiring the most expert generalship. In the 
recent'trodblc the spinners showed understanding of the situation 
in avoiding a strike in a falling market ; but actually the strike 
has done little or no harm to employers or operatives, as stocks 
had to be worked off, and had there* been no complete stoppage 
short ‘time wi)uld have been inevitable. 

# 

The “Anti-Socialist Union of Great Britain,” which has 
recently been formed, proposes “to organise, to combat, and to 
educate. “ Its prospectus states that a school for polifical spoUkers 
is in opcratit)n already, and that a publication department has 
been organised. Local centres are being established in the North 
and Midlands, and district organisations have been formed, while 
special steps are being taken to start working men’s branches. 
An active part is to be taken in all by-eloctions at which 
'Socialism is an issue. The headquarters of the Union are at 20, 
Victoria Street, Westminster. The secrotaiy is Mr. Isaac 
Lyons, and the chairman of the Executive Connnittec is Mr. 
Claude Lowther. _ _ 

The Trade Union Congress met at Nottinghjim tlys year 
during the second week in September. There was nothing 
unusual in its proceedings. The resolution in favour of compul- 
sory arbitration, which appears annually, was much discussed 
informally among the delogatos, but was finally rejected by 
1,099,000 votes to 645,000, about the usual majority. The two 
main arguments which were used against it were that it would 
deprive trade unions of the power to strike, and that labour would 
obtain no more than it can already gain by voluntary organisation. 
A motion was carried that the Old i\ge Tkmsions Act would not 
be satisfactory until it ha^ provided for a minimt^m pension of 
5s. a week at the age of sixty. The original resolution contained 
an expression of thanks to the Government for making a b(^in- 
ning, but the Congress finally decided that^such a testimonial 
would be misinterpreted. The creation of a Ministry of Labour 
was demanded. It happened that a few days laccr this demand 
was supplemented at the Conference of the Associated Chambers 
'of Commerce by a resolution of regret thal^ the Government still 
delayed in the creation of a Ministry of Commerce. Such inci- 
dents as the attack upon the Salvation Army fo^ “sweating” 
created considerable excitement, but were only of passing 
im^rtance. 
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On October 7.th Sir Christopher Furness put before his work- 
men a striking scheme of co-partnership in the shipbuilding yards 
of Furness, Withy, and^Co. He offered two alternative proposals. 
The first was that the trade unions should purchase tlfe yards at 
a price fixed by assessors jointly nominated and work them on a 
co-operative principle. This offer was not seriously* entertained 
by the men, and was probably put forward by Sir Christopher 
Furness chiefly to illustrate his argument that capitel and enter- 
prise are as necessary to a business as labour. The second 
alternative was more complicated. The workmen were to become 
holders of “employees shares. “ They wore to purchase them by 
a 5 per cent, deduction from their wages until the total value of 
the shares had been accumulated. On these shares they were (1) 
to receive 4 per cent, per annum as fixed interest whether the 
company divided any suri)lns or not. The effect of many schemes 
of co-partnership of tying the workmen to a particular 
business would be avoided, as the shares could be sold at 
their market value if the workmen left. (2) After deducting 5 per 
cent, for interest and s(d4ing aside sums for the depreciation, 
reserve and development funds, the sum left was to bo divided 
between holders of cmjdoyt.'es shares and holders of ordinary shares 
in proportion to their individual holdings. This is thc^ financial 
part of the scheme. With it, however, is connected a further 
scheme for a “works council,” which would cousidernll questions 
likely to cause a rupture between the directors and th(i workmen. 
Sir Christopher Furness’s speech is reported in The Times of 
October 8th. It has been issued as a pamphlet, which is reviewed 
in this number of the Journal. 


The Quarterly Meeting of the Koval Economic Society was 
held in the rooms of the Eoyal Statistiaal Society on the afternoon 
of Tuesday, November 10th. A paper on “Kailway Nationalisa- 
tion” was communicated by Professor Cohn, who was, unfor- 
tunately, unable to assist in person. His paper is printed it the 
present number of the Economic Journal. Sir George Gil)b dealt 
with the same subject in a paper which it is hoped will bo in the 
hands of Fellows of the Society simultaneously with, or very soon 
after, these pages. The general public can obtain copies on 
payment of 6d. by app'lication to the Secretary at the office of the 
’Society. Mr. Acworth, who was in the chair at the Congress, 
and other experts took part in the discussion which followed 
Sir George Gibb’s paper. Needless to say that in such an 
assembly, among the arguments in favour of nationalising Uxe 
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railways no account was taken of a motive which it is to be 
feared constitutes in less cultivated circles the principal recom- 
mendation of the scheme — the hope of| laying hands (without 
compensation) on a large mass of property. Many of those whp 
had taken part in the debate afterwards adjourned to dinner at a 
nei§[hbouring restaurant. 

The official paper ordered by the House of Commons to ly'. 
printed November 11th, 1908 (numbered 321) deserves notice in 
an economic journal. It consists of “a copy of memorandum 
by Mr. Alfred Marshall on the Fiscal Policy of international 
Trade,” written in 1903 at the request of a nuunber of th(‘ 
Cabinet. It has remained for five years in th(‘ Treasury, and 
apparently might have exceeded the Horatian peribd of suj>pres- 
sion — “ noyium in annum — had not an allusion to the document 
in a Parliamentary debate last June led to remarks which 
^have led to the publication of the paper. The reasoning is in 
• accord with th(‘ judgments expressed in a letter to the Seendary 
of the Free Food Tjeague, 1893, published in The Tinicff, 
November 23rd of that year and recorded in our issue of 
December, 1903 (p. 659). 

• 

The picture of Professor Marshall, painted, as announced in 
our eTune number, by Mr. William Koiliensfccin, will be exhibited 
in the International Exhibition of Rculj>tors, Painters, and 
Gravers, which opens next January at the New Gallery in^Itegent 
Street. The total number of subscribers to the fund was one 
hundred and ninety -three. The balance of the fund, aj’ter paying 
the artist’s foe, and defraying some incidental expenses, has been 
applied to the reproduction in photogravure of the picture on 
terms which will allow of the sale at a low cost of copies “printed 
before letters” to the subscribers to the original portrait. This 
work of reproduction was, on the suggestion of Mr. Kothenstein, 
placed in the hands of Mr. Emery Walker, who has socureef an 
excellent likeness. Arrangements have bcemmade by which a 
)>roof upon India paper will bo supplied to those subscribers to the 
original ]:K)rtrait who are desirous to have such for the sum of five 
shillings ‘(including package and ix)stage). The price to non- 
subscribers will be £1 Is. , and the copies Supplied to them will 
be printed “after letters.” 

Douglas Knoop, M.A. (Manchester), has been appointed to 
a lectureship in economics at the University of Manchester. JThe 
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vacancy was consequent upon the appointment of Mr.- H. 0. 
Meredith, M.A., to the Girdlers’ Lectureship at Cambridge. Mr. 
Knoop is Langton Fellow of the University .of Manchester. He 
was placed in the first class in the Honours School of Economics 
and Political Science in 1905. He has published a volume* on 
American business enterprise (his report as Gartside Scholar), 
a book on industrial arbitration and some articles. Eor the last 
twelve months he has been engaged in wages investigatioils for 
the Board of Trade. The appointment to the lectxireship in 
economic history also vacated by Mr. Meredith’s. resignation, will 
not be made, till the end of the session. 


Mr. Thomas Jones has been appointed to a lectureship in 
social economics, newly established in the University of Glasgow. 
As a result of the recent ordinance, the subjects for the arts 
degree are undergoing revision, and it is possible that social 
economics and social philosophy will be groupc^d as “cognate 
subjects” for students who have passed through the ordinary 
classes in moral philosophy and political economy. Mr. Jones 
continues to act as senior assistant to Professor Smart. 
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The Economic Review. 

October, 1908. The Present PoHitmi of Social Lckgislation in 
England. pROt W. J. Ashley. A wcll-dociuinonied exposition 
of the tasks to which the State is already coramitted sugge^sts 
hesitation as to the “two new and enormous yndertakings “ 
which arc proposed, “ the provisioTi of work for the unem- 
ployed, and the regulation of wages.” But we are not 
condemned to inaction. Premises in which homo woi'k is 
carried on ought to be better registered ; a minimum wage 
miglit be proscribed in connection witli (iovermnent (Contracts; 
perhaps the revision of railway rates, certainly improvements 
in the machinery of State Control, are^ required. Recommenda- 
tions and Inquiries. Key. C. F. Pooers. Rc Almsgiving. 
The Need for New Cities. H. Craske. 

Journal of the Royal Statistical Socirly. ^ 

September, 1908. The Improvement of Official Sfaiistics. A. L. 
Bowley. On the Prohahle Errors of Frequency Coyistants (con- 
tinued). Prof. F. Y. Edgeworth. The Social Status of 
Women Occupiers. Clara E. Collet. “It would be difhcult 
to frame a Bill for the extension of suhVage to women, in which 
the leisured classes of women were not greatly outnumbered 
by the working classes.” Changes in the Wages of Roniestia 
Servants during Fifty Years. W. T. Layton. A family record, 
a domestic agency, and advertisements in newspapers are the 
’ principal sources from which are derived indications pointing to 
a greater rise of wages in domestic service than in otln^r 
industries during the Iasi three-quarters of a century. 

The Nineteenth Century. 

November, 1908. Sweating and Wages Boards. T. Ramsay Mac- 
donald, M.P. “ The hurnanitariau heroics of Wages Boards 
as a remedy for sweating break down “ w^on faced with the 
facts of life. How Switzerland deals with her Unemployed. 
Edith Sellers. 

The Contemporary Review. 

October, 1908. Poor Relief in Switzerland. * 1. Edith Sellers. 

November. Poor Law Reform. Canon IUhnett. 

The Quarterly Rcvieio. 

October, 1908. Agricultural Cooperation. “ Home Counties.” 
Jifunicipal Trade, Major Darwin. 
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The Edinburgh Review. 

October, 190B. The Free Trade Congress, Protectionist Reaction 
and the Hop Industry. Taxes on imported food, Jlowevt^r 
small, will in velvet the whole principle of Protectipn — the im- 
poverishment of the labouring classes and* the corruptiqjn of 
public life. Lord Milner and Canadian Preference, A "brief 
rejoinder to the reply which Lord Milner made in the October 
number of the Nineteenth Century to an article in the *July 
number of the Edinburgh Review. ' ' ^ 

The Socialist Review. 

June, 1908. Socialism and Politics. H. (>. Wells. The 
“ ignorant, intolerant, insulting type of Socialist is just as 
‘much a^i euieniy to the broad charity and spacious constructions 
of Socialism as the narrowest Individualist alive.” . . “A 

little precious, ortho/Iox, self-righteous, ill-tempered, and im- 
possible ^Socialist Party . . . can only delay and confuse.” 
The Curse of Casual Labour, W. H. Beveridge. De- 
casualisation ” by nioans of the Labour Exchange is advocated. 
The Remedy for Unemployment. A. Russell Wallace. The 
Unemployed are to be organised in sclf-su};porting local groups 
as prescribed in Mr. Herbert Mills' Poverty and. the State 
” The wheat grown for food would orriT)]oy millers, machinists, 
sailmakers, bakers, etc., the sheep and (*attle supplying meat, 

. . . and cheese would also, by the intervention of tanners, 
curriers, saddlers, supply all the leather goods. . 

July, 1908. The Wa.^tc of Capiial Ti. (4. CinozzA Money, M.P. 
In* the years 1862-1906 over 100,000 (Oinpanies w(^re registered 
with a nominal capital of ,C6, 781 .000,000, of which in 1906 there 
survived 41,000 companies with ■£2,000,000,000 c‘a])ital. Waste 

, . of capital also occurs when the initiators of a successful concern 

transfer the capital to new owners at a premium. UndeT 
Socialism more capital should he expended on experimentation. 

Womens Industrial Ncivs. 

September! ■ 1908. There is included a n^port of an investigation 
into the box-making trade instituted by the Women’s Indus- 
trial Council. The averag(‘ wage is 10s. a w'cek, depressed by 
the practic^e of introducing young Icanujrs. The industry is, 
in a transitional stage, which will terminate, pi^rhaps, in two 
distinct branches: (1) a small, well-paid, higlily-skilled section 
^ of pieceworkers; (2) a large unskilled, ill-paid section of machine 
minders. The same number includes diverging criticisms on 
the Home Wgrk Committee's Report, by Miss (T.Ementin.a 
Black and Mr. Ra.msay Macdonald, M.P. 

Journal and Proceedings of the Royal Society gf 
New South Wales. 

This scientific Society concerns the economist, as in it the once 
^ separate Australian Economic Society is now merged. 

Vol. XLI. /1 007) includes a paper by our correspondent, Mr. Duck- 
worth, comparison of the rainfall of Sydney and Melbourne, 
1876-1905. The rainfall of Sydney varies from a minimum 
^.yearly average of 21’01 inches (1888) to a maximum of ^*42. 
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The riinge of Melbourne, as well as the absolute .quantity, is less. 
“The Apparent fickleness and severity of our [the Australian] 
climatic changes introduces as large an element of gambling 
intd our tanning us there is in many reckless mining adven- 

turcs.”** 

• 

The J^^uaricrly Journal of Economics (Boston), 

AuGT^irsT, 1908. Substitutes for Cash hi the Panic of 1907, A. 
Piatt Andr’ew, In most Stales there was a restriction of cash 
payments, *a use of substitutes, such as “ Clearing-house certifi# 
cates,” for settlement between banks or even in payment of 
their customers’ cheques, inaccurately described as payable only 
through the Clearing-house, much used in the payment of 
wages, and other devices. The total issue probably amounted 
to ’over 500 million dollars. Most of this currency w’as illegal, 
but no one thought of prosecuting its issuers. It worked 
effectively, and doubtless prevented many •bankruptcies. 
On the Nature of Capital. Thornstein Vetlers. The Street 
Railway Settlement in Cleveland. E. \V. Bknns. Australian 
Economic Problems: The Tariff. Victor C. Clark. Tin* 
origin and significance of the federal iarilf are explained. ” It' 
seems likely that protection has come to Australia to remain 
for an indefinite period. “ The National Gold Banks. G. 1). 
Hancock. The history of an unsuccessful monetary experi- 
ment, tried under the regime of the greenbacks. Competitive 
and. Monopolistic Price-making. Harry G. Brown. Price- 
making, whether monopolistic or competitive, is based on the 
same general principles, • 

Political Science Quarterly (New York). 

September, 1908. The Needs of the Railroads. L. G. McPherson.. 
The Crisis and Panic of 1907. J. F. Johnson. The British 
Socialist- Lab our Party. Edward Porritt. 

The Journal of Political PJeonomy (Cliicago). 

October, 1908. This number includes a criticism by Prof. Achille 
Loria directed against Prof. Irving Fisher's “ Kate of Interest,” 
w'ith a reply by Prof. Irving Fisher. 

November. History of the E,piploijmcnt of ^yomen in the American 
Cotton- fields. Edith Abbott. Women were employed in the 
earliest mills; they were driven out by men. Depreciation 
Charge in Railway Accounting. F. Deland. « 

Journal des Economistes (Park). 

September, 1908. Anciens ei nouveaux arguments du Protec- 
iionnisme. G. de Molinari. IJn chapitre de Philosophie Poli- 
tique.^ (L ’Association de la Constitution Britannique et le 
Congres de 1908.) A. Kaffalond. ITci^tismc ct la science 
economique. J. Noncon. 

October. LHmpot sur Ic revenu et la Justice Gratuite. J. C4. 
Hennat, Uetalon Sodaliste ct Vcnscignement ^d^dtat. D. 
Bellet. 

November. Impossibiliie du Socialisme . G. de Molinari . La 
Machine et VOuvrier. E. le Vasseue. 
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Revue (V^conomie Politique (Paris). 

August-Septembeu, 1908. Les lignea sociales d'acheteura. Max 
Turmann. Les syndicats bourgeois eu Belgique. H. Lam- 
BRECHTS. La circulation le credit et leura inatcrumenta en 
Egypte (suite). Pierre Armminsok et Bernard Michel. * 

October. L' Experience Binictalliste du XIX^ Siecle^et la Theorie 
Generalc dc la Monnaie. B. Nogaro. From the vicissitudes 
in the relative value of gold and silver in the nineteenth century 
the author argues against the principle that money is 
merchandise, and that its value depends on the quantity pro- 
duced. La circulation f le credit ct leura instruments en 
Egypte (suite et hii). P. Armminson et B. Michel. La realite 
•dc8 Suieproductions Gcndrales. A. Aftalion. 

Revue Economique Internationale (Brussels). 

September, lf)08. Les dcrnicrcs experiences ynonetaires et la theorie 
de la depreciation. B. Nac;aro. The working of the gold- 
exchange standard in the Philiopines does not bear out the 
supposed connection between shrinkage and rise of value. The 
classical prescription for depreciated currency is questioned. 


Jahrbuchcr fur Naiionaldkonornic (Jena). 

August, 1008. Die heutigen kommunistichen Gemeinden in 
Nordanierika. Continuation and conclusion. Die sozialpolL 
tische Bed( utung des technischen FortscJmttes. K. Diehl. 

Septe\ujer. Geschichte der Gnmdherrsohaft in Oheritalicn. 'G. 
Caro. Die Besteacrung der Borsengewinne. F. Pabst. 

October. Die anstralasische Gcvieinde. 11. Schachner. 

November. Die Gartensiadth ewe gang. H. Kampffmeyeb. Garden 
cities in England and Germany are described. Zur Finanz- 
reform in Deutschland. J. Conrad. 


Zeitschrift fur die gesamte Staatswissenschaften (Tubingen). 

November ,*"*1908. Kritisches und Positives zur Prcislehre. I. Otto 
ZwiEDiNECK. [In a first article of some seventy pages the 
learned writer discusses Subjectivism and Objectivism in the 
doctrine of price; the one incomplete, the other liable to orror.]| 
Die Finanzen der Grossmdehte. •Dr. J. Plengb. A critique 
of Dr. F. Zahn’s book (Berlin, Heymann). 


Jahrbuch fiir Gesetzgehung (.lioipsic). » 

Heft 4, 1908. Die dcutschc Geldver pas sung und ihr/ Reform. 
H. Sciiumaciier-Bonn. Die Trust und Kartellentwicklung in 
G rossbritannicn und Hire Bczichungen zum Freihandel. H. 
Levy. And other noteworthy articles. 


Zeitschrift fiir Volkswirtschaft (Vienna). 

Heft 4, 1908. This number includes^ an address by Prof. Knapp 
on hia !Jheory of Money (noticed* in Economic Journal, vof. 
xvi.) in relation to Austrian experience. He refers again to 
]ie Austrian and the Bussian methods of securing .stability in 
ie Exchanges. 
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Heft 5.. This number includes an ariicla by Richard Liobon, the 
surviving author of the well-known mathornatical Thcorie dm 
Preisca (1889), on the multiple intersection of supply and 
demand curves, v/ith reference to which the writer handsomely 
acknowledges, the priority of Professor Marshall. 

Ekonomisk Tidskrift (Stockholm). 

The October number includes an attack by Mr. Brock, whose 
; communication is dated from London, on the accepted view of 
the relatioti of retail to wholesale price-variations. It is con- 
tended that retail prices follow upward movements in wholesale 
prices with readiness, but do not manifest a like alacrity In 
the case of downward movements. Some statistical data in 
support of the view are presented, and it would appear that the 
point raised is worthy of examination. • 

« Giornale degli Economisti (Rome). 

August, 19(18. Questioni economiche della Calabria. L. A. 
Caputo. Legge agrarie reatrittive nel setiecento italiano. G. 
An\s. Indici del movimenio naturale della popolazione. G. 
Moutari). 11 meiodo ordinario di Calrolo del custo di pro- 
d^iziono dell* uomo. G. Sensini. 

•September. II prtmo congresao internazional del libero aedmbio. 

“ E. Giretti. An account of the Free Trade Congress held this 
summer under the auspices of the Cobden Club, b;y one wdio 
was a great part thereof. Una generalized zione del concetto 
d'ofelimita, V. Furlan. The phenomena of choice arc 

symbolically t\xpressed, II ministro della produzione nello alaio 
' collettionta, E. Barone. Production in a regime of^ collec- 
tivism is discussed with the aid of mathematics. La teoria 
deWastmenza. N. Ricci. The importance and dilliculty of 
the conception '' abstinence " are shown. 

October. II primo congresao ... E. Giretti. Continued frbrn* 
the preceding number and concluded. II ministro della pro- 
duzione ... E. Barone. This continuation concludes the 
mathematical exj>osition of collectivist industry; to be followed 
by a “ translation — necessarily imperfect — into ors(inary lan- 
guage.” La Icggc dei piccoli numeri. E. Bortkiewicz. The 
* discoverer of the lam of small numbers offers some explanation 
with reference to Dr. Gim’s criticism of the law in a former 
number. L'Egitio amministrato dagli Ingle si. V. Panella. 

November. Altre crisi economiche in vista. N. Trevisonno. The 
conducts of banks of issue and institutions of “ credit rnobilier ” 
in Italy and elsewhere leads the author to foresee new econoiriic 
erfses. La teoria delV astinenza. N. Ricci. The views of 
Jevons, JMarshall, Bbhm Bawerk, Irving •Fisher, and other 
authorities respecting future goods are discussed in this continua- 
tion of the article in the September number of the Giornale. 
I con\muni e le abitazioni popolari in Germania. K. Badaglio. 
.The action of German municipalities with respect to the taxation 
of unearned increment, the building of houses, &c., are. set forth 
in this continuation of an article in the July number of the 
Giornale. Indici di simpatia nella scelta matrimoniale, G. 
Mortar A. A study in correlation. II BindaccStismo Belga. 
I Sindacati di Yerviers. G. Francois. Referring to Prof. 
Dechefitoes* recent works. 
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Vew books. 

Alden (P., M.P.) and Haywakd (E.). Tlie XJnemployalJle ayd 
Unemployed. Social Service Handbooks, No. 4. ** Lon^n : 
Headley. Is net. 

Alderson (A. W.). The Extinction in Perpetuity Oi Armaments 
and War. London: King. '1908. Pp. 213. 

Bell (Rev. G. M.), Editor. Social Service. A ^handbook for 
Workers and visitors in London and other large towns. London: 
Longmans. Is. 6d. 

Bernari> (IT. M.). The Scientific Basis of ' Socialism. .Two 
essays in Evolution. London : New Age Press. Is. net. 

Boyd (R. Ralston). The World’s Tariffs and the British System 
of State Aid to Competing Imports. London: “PalTMall” Press. 
1908. Pp. 218. 

[By the author of The Fiscal Question Simplified . . . {1907) and other Pro- 
tectionist writings ; Vice-President of the Society for the Preservation of British 
Industries and for increase of employment by moans of better adjustment of import 
tariffs.] 

Brentano (Prof. Jj.). The Industrial Organisation of Germany 
under the Influence of Protection. London : Cobden Club. 1908.' 
Pp. 22. 3d. 

[This is a paper prepared for the International Free Trade Congress, though not 
included in the Report of the Congres.s.l 

Bright (John) and Rogers (James E. Thorold), Editors. 
Speechas on Questions of Public Policy. Fifth Impr(*ssion. Two 
vols. London: Unwin. 7s. 

Broadhead (H.). State Regulation of Jjabor and Labor Dis- 
putes in New Zealand. London : Whitconibe and Tombs. 1908. 
Pp. 233. 7s. 6d. net. 

Carnegie (Andrew). Problems of To-day. Wealth — I^abour — 

Socialism. London: Allen. 1908. Pp. 19d. 

Cooper (8ik W. E.). Socialism and its Perils. London: Nash. 
2s. 6d. 

Chisholm (G. C.) Handbcxik of Commercial Geography, with 
an additional chapter on Trade Routes. London : liongmans. 12s. 

Clair (0. St.). Low Wages and No Wages. An Essay on the 
Economic Causes of Poverty, Unemployment, and Bad Trade. 
London: Sonnenschein. 2s. 6d. 

[Reviewed above.] • 

Davenport (p. *J.) Value and Distribution. A Critical and 
Constructive Study. London : Unwin. 15s. net. 

Dawson (W. Harbutt). The Evolution of Modem Germany. 
London : Fisher Unwm. 1908. Pp. 497. 

[The work purports neither to disparage nor glorify the Germans. As industrial 
rivals they will be checked only by the rise of prices in Germany.] 

♦Dearle (N. B.). Problems of Unemployment in the London 
Building Tra(ies. London : Dent. 1906. Pp. 195. 

[A realistic study, the result of a personal investigation instigated by the 
Toynbee Trustees. In an appreciative introduction, Mr. L. L. Price describes the 
writer as fortunate in the selection and successful in the handling of Iffs theme.] 
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Fay (C: K.)- Cooperation at Home aodj Abroad* London: Kino. 
1908. Pp*. xvi + 403. 10s. 6d. net. 

[Boviewed above.] 

^ Fordham (M.). Mother Earth, a Proj^sal for the Permanent 
liegonstruction of our Country Life. London : Openroad. 19Qp. 
Pp.' 157. Is. net. 

Free Tra»e Congress, lleport of the Proceedings of the Inter- 
national Fjree Trade Congress. Loildon : Cobden Club. 1908. 
Pp. 652. 

Furness (Sir Christopher, M.P.). Industrial Peace and lYi- 
dustrial Efficiency. Proposals submitted by Sir Christopher Fumess, 
]\I.l^. , to a conference of Trade Union representatives. .West 
Hartlepool : Malton. 1908. Pp. 40. 

[Reyiewed above.] 

Garden Oty Association. Town Planning in Theory and^ 
Practice. li^tch worth ; Garden City Press. 1908. ^ 

Garnier (R. M.). Annals of the British Peasantry. London: 
Swan SonnenschioD. 1908. 

Goss (C. W. F.). A Descriptive Bibliography of George Jacob 
^Hol.yoake, With a brief sketch of his life. London: CrowHier and 
• Goodman. 5s. net. 


Gray (3L Kihkman). Philanthropy and the State; or Social 
Politics. Edited by Eleanor Kirkman Gray and B. L. Hutchins. 
London: King. 3908. 3-^p. 339. 

[Tt is mainiaiiied that “ private philanthropy cannot provide a roinedy for wide- 
spread want which results from broad and general social causes.'* The work left 
incomplete by the sudden death of the author has been rendered clear and readable 
by the care of Mrs. Gray and Miss Hutchins.] 

Uasbacu (J)k. W.). a Hisiory oC the fiinglish Agricultural 
Jjabourcr. Newly edited by the author and translated by Ruth 
Kenyon. With a Prci'uce by Sidney Webb. London: King. 
19{)8. Pp. 470. 

[The firbt edition appeared in German in 1894.] 

Johnson (.Major A. G.). Ticiscue fur Workmen and National 
Wealth. London: King. 3908. Pp. 212. 

'[The writer’s point of view is indicated by the dedication to Robert Scott 
Mofiatt, whose work, TJie Ecmiomy of Constimiylion^ is regarded by our author, as 
“ the Gospel of Industry.”] 

JjAUNAY (L. de). The ^World’s Gold. Translated by O. C. 
Williams. London : Heincmanii. 6s, net. 

IjEETWUCH (B. R.). a History of the Excise. London: Sirnpkin, 

Leroy -Beaulieu (Paul). Collectivism. *I.x)|idon: Murray. 
7s. 6cl. net. 

[The socondnry title ** A Study of some of the Leading Social Questions of the 
Day ’* is described by this presentation of tho eminent French economist’s weighty 
reflootions.] ^ 

Lowenfield (Henry). Investment an Exact Science. Enlarged 
and I’ovised edition. Jjondon: Financial Review of Reviews. 1998. 


Pp. 159. • ^ 

[The book, one of several publisflcd under the same auspices, sets forth the 
Geographical Distribution of Capital ” ; the principle that by splitting up capital 
among “ a nuinber.of investments similar inqiiality, yet whose price movemei^s are 
all cfmvcrned by different hiflucfices,** risk is minimised.]^ , 
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^ • 

, Marriott (H.). The Ifeing of Rates and Fares. With ah intro- 
duction by Prof. Chapmro. Westminster: Railway Gazette.’ 2s. 
net. 

Masuda (T.). Japan, its Commercial Developme?it and* Prospects, 
liondon : Sisley. 1008. Pp. 127. 2s. 6d. net. ’ 

Meinertzhagen (Georgina). From Ploughshare to Parliament. 

A Short Memoir of the Tott(^B of Tadcaster. London Murray., 

Paget (Sir John, ]L\ht., K.C.). The Law of Bahking. Second 
edition. London : Butterworth. 12s. 6d. net. 

Pigou (Prof. A. C.). Economic Science in Relation to Practice. 
London : Macmillan. 1908. Pp 32. l.s. 

[The inaugural address of tlic new Pi'.jicnsor of Political Economy in the 
University of Ofi&nbridge.] 

Pratt (E. A.). Railways and Nationalization. L(§ndon : King. 

1908. 2s. 6d. net. 

« 

Raine (G. E.). Present-day Socialism, and tlu'. Problem of the 
Unemployed. London : Nash. Os. net. 

Rea (Russell, ]\I.P.). Free Tradt in Being. Jiondon: Mac- 
millan. 1908. Pp. 237. 2,9 6d. 

[A collection of articles, letters, and lectures including the author's Address to 
the International Free Trade Congre.ss, August, 1905, and a correspondence with 
Professor Pigou on the Incidenoo of Protective and Preferential Duties.] 

Report of the Proceedings at the Seventh Congress of the 
International C('-operattve Alliance. Held at Cremona, Sep- 
tember ^22rid to 25th. 1907. London: The International Co-opera- 

tivo Alliance. 

Rorertson (John M., M.P.). Trade and Tariffs. London: 
Black. 8s. 6d. net. 

Samui<:lson (James). The Lament of the Sweated. Ijoiidoii: 
P. S. King and Son. 1908. Pp. 80. Is not. 

[Contains a not over-coloured picture of some of the wor.st forms of .sweating, 
and a popular and eulogistic account of the Koport of the Committee on Home 
Work.] 

Sauerhf.c’H (.\.). The Conr.s(‘ of Average Price's of General Com- 
modities in England. London : King. 1008. Is. 

[The celebrated Index-number is hero presented in a very {icccssiblc form. A 
zigzag curve connecting tops of ordinates representing the index-numbers for each 
year is traversed by a “hand-drafted average line of movements." A table gives 
average index- number for periods of ten years, as thus : ’98—1907 — 7/, '97 — 1906 — 
70 , 19p5 = 6’<9.] 

Scarisbrick (J.).. Beer Taxation (Colonial and Foreign). 
London: WhitiSioad. B,s. (ki. 

Skinner (T.). The iiondon Banks and Kindred CoinpanieH. 
London: Office. 1908. 10«. 

Smith (C. D.). Sceialism : A Solution and a Safeguard, dperr 
^ Letters to Mr. J. St. Loe Sirachey. London: Fificdd. 6d. 

‘Smith (J. C.). Money and Profit Sharing, or the lloiiblc 

Standard Mokey System. London Kegaii Paul. 76*. 6d, net. 

Spencer (M.). Social Degradation. A Study in Poverty. 

Loildon: Student Christian Movement. Is. 
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Banking and CiiiTen<i 5 ^. Wiih an Introduction 
by P. E.*Ste(*]('. vScconcl edition. Ijondloii : Buttcrworth. 

Tovnbee (Aknoli)), tfie late. Lectures on the Industrial Revo- 
lution of the Pjightcentli Century in England. Popular addresses, 
no^t^s, and other^fragments. Now edition, together with a rcini^i- 
Hcenoe by Lord Milner. London : Longmans. 2,s*. 6J. net. 

[Reviewed above.] 

• • 

Trades for. London Boys and how to i:nter them, London: 
Long^nans. 1008. Pp. 170. 

[Compiled by the Apprenticeship and Skilled Employment Association, flie 
object of which is the projiiotion of thorough industrial training for boys and girls 
hy various methods.]. 

Tuc'kwell (G.) and Smith (C.). The Worker’s Harnlbook. 
London : King. 1908. 3s. Od. * 

[The infant, •education, housing, dangerous trades, compensation and help in^ 
distress are amc^ig the subjects handled.] * 

Vargha ( Julius de). Hungary : a Bketch of the Country, ita 
1-^eoplc , and its (Conditions. Budapest: AtheniBiim. 1908. Pp, 81. 

[The Agriculture, Commerce and Credit, and other economic and political 
aspects of the Plungarian kingdom are lucidly presented by the Director of the 
Central Statistical ()ffico.] 

Watson (N. T^.). The Argentine as a Market. TiOndon : Man- 
elu'.stor University Press. 1908. 1«. net. 

Williams (W. M. J.). The King’s Revenne, being a Handbook 
to tlie Ta\(’S and the Publie Kevenne. London: King. 1908. 
Pp. 221. 


Hmley (L. TL). The State and the Fanner. New York: Mac- 
millan. 1908. Pp. xii-t-177. * • 

[A .survey of tlio problems of American rural life, social and oconorpic rather 
thoTi technical.] 

Carnegie Foundations for the Advancement (if Teaciiing. The 
Financial Status of the i^rofe.ssor in America and in GerRiany. New 
York. 1008. Pp. x + 101. Gratis. 

llAVKNPf)UT (H. J.). Exercises in Value Theory, Chicago: Uni- 
versity Press. 1908. ^ 

Dondlinger (Dr. Peter Tracy). The Book of Wheat. An 
Economic History and Practical Manual of the Wheat Industry. 
New York: Oraiigo .ludd Co. 1908. Pp. 300, 

[About half the book relates to technical matter.^, «rop rotation, fertilisers, 
insect enemies, etc. ; half to more strictly economic subjects, transportation, 
marketing, prices, consumption, etc.] 

EcoNOwir (Cooperation among Negro Americans. Atlanta, Ga. : 
^University Press. 1908. §1. ^ 

Ew.\rt (J. S.). Th(‘ Kingdom of Canada, Imperial Federation, , 
tlie (\)lonial Conferences, th<‘ Alaska Boundary, and Other Essays. 
Toronto: Morang. 1008. . # 

Gardner (P.). The Gold Coinage of Asia before Alexander the 
Gre^f. N^^wYork: Frowde. 1908. 
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Heilman (IIalpii E.). ^hicago Traction.. ,A Study of the’BftortR 
*of the Public to secure good service. {American Economic As^cia- 
tion,) Princeton : American Economic Association. 1908. Pp. 98. 

Hunter (Porert). Sc^ialists at Work. New York : c^Macmillioi^ 
c^. nm, Pp. 374. 

Ideal Commonwealths, comprising More's Utopia, Bacon's New 
Atlantis, Campanella’a City pf the Sun, and Harrington’s Oceana, 
with introduction by il. Morley. New York : Lamb. -1908. Pj). 
xiv-f416. $1.75. 

Kidd (B.). Individualism and After. New York : Frowde. 
1908. 

Kirkbuide (P. B.) and Sterreft (J. E*.). The Modern Trnsl 
Company. New York : Macmillan. DOS. $2.50 net. 

Lee (Gerald * Stanley). Inspired Millionaires. ^Northampton 
(Man.) : ]\lount Tom Press. 1908. Pp. 308. 

[Beviewed above.] 

Magoffin (R. V.). A Study of the Topography and Municipal 
History of Praenesto (Johns Hopkine* Univ. Studies). Baltimore : 
J. H. U. Press, 1908. Pp. 101. 

Mill (John Stuart). Principles of Political Economy; witlr 
Special Introduction by Arthur T. ITadley. Two vols. New York: 
Lamb. 1908. Pp. xviii + 400; 480. $3.50. 

Nearing (Scott) and Watson (Frank). Economics. New York: 
Macmillan Co. 1908. Pp. 409. 

fA text book dosignod to *‘pro8ont the phases of economic thought in a clear and 
impartial manner,” rather than to propound new theories. J 

Odun (II. W.). The Black Man in the South: A Study of Negro 
Life in Southern Towns. New York: Neale Pul)lishing Co. 1008. 
$ 2 . 

Phelan (P. Y.). Financial History of Wisconsin (Bulletin of the 
Univi'.rsity of Wisconsin). Published at Madison. 1908. Pp. 475. 

* [An academic thesis dealing with the property tax, the poll tax, and other 
varieties of impost.] 

PoWE (L. S., Pii.I).). Problems of City Governments. Now 
York: Appleton. $1.50 net. 

Seligman (Prof. E. P. A.). The Clisis of 1907 in the Light of 
History. (Introduction to “The Curnmey Problem and the Present 
‘ Financial Situation.”) New York: Columbia University Press. 
1908. i’p. xxvii. 

[The essential cause** of a crisis is the discrepancy between investrdents and 
returns. Before the late crisis capital had been invested more rapidly than its 
immediate returns warranted. There were mitigating circumstances ; the abund- 
ance of gold and the action of Trusts.] 

Socialism. The Case against Socialism. New York: Macmillan. 
1908. Pp. 537. $1,50. 

^ Stone (A. S.). Studies in the American Pace Problem. New 
York : Boubleday. 1908. 

Terry (H. t.). India-rubber and its Manufacture, with Chapters 
on Gutta-Percha and Balata. New York : D. Van Nostraud. |908. 
$2 pet. 
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JrroMPSoN (S.). Cost, Capitalization, Aind Estimated Value of 
. merican* Railways : an Analysis of Current Fallacies. Third* 
c^fition. Ghica^^o: Author. 1908. vii -f 180. 50 cents. 

lowLKs^(J. K.][. Factory Legislation of Ifliodc^ Island. (Ameri- 
caix Economic* Association.) rrinceton. (London: Swan ^omidfi- 
schem.) 1908. Pp. 119. <|1. 

\^AKE (H.. L.). The EI'i7.a})ethan Pffi'isli in its Ecclc'siastical and 
Financial AB])*icts. (Johns Hopkins Fniv. Studic^s.) Baltimore, 
Md.: J. H. H. Press. 1908. Pp. 98. 

Wahnkh (Dil Amc^s G.). American Charities. PeviKed by Dr. 
-Maev [{, CooliJo^t^ Wjth a Biographical IVcdace by Prof. G. E. 
Howard. New York : Crowtdl. 1908. Pj). 570 

[TBe reviser, an ex-Professor of Sociologj', has brought those annals of the poor 
Up to date.] • 

I 

WniTK (HT). JMoney and Banking. Revised and c#oniiTuu*d to the 
year 1908. Third (nlition. l^ston : Ginn. 1908. Py). vi -i '105. 

WniTTN (H.). Factory Lc'gislation in IVlninc*. (Cohnnb. IJniv. 
Studies.) New York : Longmans 190H. Pp. 115. 


“ Ackkr (P.). Q^juvres socinles des Femmes. Paris: Plon-Nonrrit. 
1908. 8.50 fr. 

Auminjon { I’UdF. Pminm) and BcKNAitn (.Michpl). La circula- 
. tion, 1(‘ credit, <‘t leiir.-; instriniu'nts en Fgvpte Paris: Larose*, 
1908, Pp. 85. 

[Kxtraeted from tlie Un'ne (C Economic 

Cavau^nac. Etudes sur Uiistoirc* financitM’e d'Atln'meB. Paris: 
Fojiternoing. 1908. 10 Ir. * ’ 

(.kurRCKLLFrSKNRUin (J. ij.). Protection ou libre e?cchange, 

Paris: F. Alcan. 1908. 1 ir. 

GArTUiEii (A. E ). La reforme hscale par I’impot. sur le reveAu. 

P;nis: Alcan. J908. 8.50 fr. net 

• 

Landuy (A.). Manuel d V-eoramncpie. Paris: Giard et Bri^^re. 
1008. 12.50 fr. 

JiEUov-BEAULiEU. Dr' la colonisation chez les peuples modemcB. 
ed. augrn. 2 vols. Paris: F. Alcan. 1908. 20 fr. 

• . ‘ * 
Ney^iauck (Am^red). Capital et reve.nn des valours mobili^res en 
France. Paris: Alcan. 19()8. Pp. 27. * c 

[This extract from the Epntie? contains the author’s well-known statistics of 
incorporeal property. The funds, stocks and shares {Hires mobiUers}, French and 
Foreign, belonging to French capitalists at the end of /190G amou ited in all to 
about £4,000,000,000. The total income amounted to about £180,000,000. The 
taxation on this kind of property i.s heavier in Franco than elsewhere.] 

Bkndixen (Dr. F.). Das Weson d(‘S G(*ldes. Leipsic : Duncker 
and Hum blot. 1908. Pp. 60 . * 

[The author is in general agreement with Knapp, who i» a supporter of the gold 
stai^ard, un gremnds of political necessity.] ^ 
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Drosser (Ellinor), SchwefelsHurclabrikatioii. (T^ohnisch- 
VoIkswirtS(?haftHche Mon^graphieii.) Leipsic. • 

Grossman (R.). Glasinduiitrio. (TechniBch-Volkswirtschaftliohe 
MoBOgraphieii.) Leipsic^: 'Kliikhardt. 1908. * Tp. 121, * 

vGrunzel System der Verkchrspolitik. Leipzig: DuiUilu'r 

upd Hiimblot, 1908. Pp. 412. 8.40 m. 

Hilrert (Dr. Hans). Die Kapiialanlagen dei* deutschen 
pinvat-versichcM'unggt^sellseliaften. Jena:*G. Fische;’. .1908. 'Pp. 
210 . 

^ [Aptly described in a secondary title as “ ©ine banktecbni.scbe ^tudie.*’] 

KiipPK (Dr. H.). Der .Arhoitsiaufvertrag als Gesetzgehang- 
problem. Jena: Fischer. 1908. Pp. 39.5. , • * 

[The autlior laments tliafc in Prussia wage-contracts and the regulation of labour 
b 5 » wages- boards ao not play the part they ao in England. Consequently, while in 
. England in 1899— 1906 the number of strikes tended to decline^ in Prussia the 
%cxact opposite occurred. He advocate.^ the adoption into the Pru.ssian legal 
sjiitem of wage- cojj tracts, wages-boards, and boards for industrial atbitralion. The 
book aims at showing liowthe law could regulate wago-oontract.s and give them an 
official stamp, and what beneficial results such a policy would have for Prussiau 
industry.] 

Lerch (Dr. E.). Der BoruiBehe K<’>iumer/iendat ini 18 Jalir- 
liundert. Tubingen : Laupp. 1908. Pp, 100. • 

[The twenty-sixth ErgHmungheft of the Zeitschrift fiir die gesamte Staats-* 
V wissenschaft. The policy of the Bern Chamber of Commerce with respect to 
finance, protection, regulation of labour, and other coonomio iiitei'c.ri.s is instruc- 
tively set forth.] ^ 

Nachod (Dr. Walter). Truiihanduii mid Truiihaiulg(‘solis<*haften 
in GroBsbriiaiuiiun, Aiuurika und f )i‘iilscii!und. rubinguji : Ijiiupp*. 
1908- Fp. viii + 149. 

[A comparative study of Trustee.? and Trust Companies In the, principal 
countries, clear and well arranged. In Englantl the work of the tru^toc, tlic work 
ot securing the rights of holders of foreign bonds {Council of Foreign Bondholders), 
and the work of auditing (Instituto of Chartered Accountants) are separati^. In 
.America much the same conditions jirevail, save tliat trusteeship is generally 
vested in companies ^and that tliese companies work for profit, participating largely 
in banking activities. In Germany the trust compani(*s partake of the nature of 
Aiijerican companies, and combine the three activities which in England are 
separate. ] 

Philippoviuh (Prof, E. von). Gruiuirisfi dor PolUischt^n 
Oekonornie. Baud. A^olkswirtscdiaftspulitik. Erster Thoil. 

Vierte «eii bearbeiUdu Aiitlage. Tiibingun ; Mobr. 1909. Pp. 
343. 

[In this new edition of the first part of liis Economic Policy — an extract from 
* the iij^trodttotory volume of the stupendous Handlmch des Oeffcntlichen Uechis 
— thdir© is a change of arrangement as well as matter. Tliroe bool^ are 
devoted respectively to Agrarian Policy, Industrial Policy, and the |^>Ucy of 
External Trade tb% laHt*includiug a balanced .ntatemont of the pros and cons, 
of Free Trade and Protection. ] 

Schfmpeti:h /Dr. JosErii). Da.B WeRun iind dor Hauptinhalt der 
IhcoreliBchen Nationfilokononi’n^. l^ffipziu : Dimckur und Hiiinblot. 
Pp. 626. ^ 

^ iJ^VEBURY (Lord). Le industrie dello State e dei MunicipL Ver- 
sione dalP Inglese con note et aggiunt^e (H A. Ge.isser. Rome: Soc. 
ed. Lazial(\ rtK)8. Pp. 335. 

[A critical examination of the Italian law of March 29, 1903, forme one of the 
princijj^l additions to the^transiation of Lord Avebury's treatise. ] -- 



•no8i BECBNT PBEIODICALS AND| NEW BOOKS 683 

. • • 

Beheduce (Albe^jo). Della Natalita. Studip di demografia 
comparata.* Eome: G. Berten. 1908. Bp. 152. 

[A roprint of articlos which appeared* in th^ Oiormk degli Economistc^ 1907-8. 
'^th the’results and the methods seem important.] 

^gvoNS f S tanley). Economia politica tradotta cura del Luigfi 
Corsa. Sesta ed.' riv. Milano: U. Hoepli. 1908. Pp. xv+180. 

Nina (L.).* Principi fondamentali di statistica. Torino; Fratelli 
Bo(»a, 1907. . Pp. 182. S.50 1. 

Perozzo (Luigi). Eicerche demografiche fondato sul calcolo dells 
variazioni. Turin: V. Bona. 1908. Pp. 11. ^ 

[The author applies the calculus of variations to determine the function proper 
to rejfrcsent the correration between the ages of husbands and wives.] ‘ 

liiGjJANo (E.). Lc Materialisms historique. Bolognt: Zanichelli. 
Pp. 23. 

[The doctrine in question is countenanced by the frequent inefiicacy of laws, and 
is important; bi?t it involves the contradiction that the struggk of classes is tRe 
supreme law of history, while yet the^otion of the combatants can never influence 
economic development.] 

Tohlonja (1)r. Carlo). Le Lottriue Finanziarie di F. V. 
^Duverge.r do Forbonuais. Eonia : B. Lux. 1908. Pp, 114. 

S [A study of Forbonnais’ principal work, Jkchm:lics et considerations buy let 
flmnees de Franco depuis 1595, jusqu’en 1721, published 1758.] ' 





